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Preface

Rapid demographic changes in urban areas and related geographic changes
in racial and income éisﬁributién are among the most significant socio-
economic phenomena of the 1960's. The!relatianships among these new
features of urbanization and the high rate of unemployment, poverty,
detéri@rated housing, and inadequate education are today only dimly
understood.

Statistics which present only urban and nonurban comparisons in
unemployment, growth of new job Dppartunities; crime, ete. are extremely
misleading. The magnitude and relative impartanée of each major socio-
economic problem appears to vary with the size of the city or community
within the city. In.segments of every major urban area thousands of people
are crowded together in slums where the severity of socio-economic problems
is many times greater than the more affluent parts of the-urban area. The
differential in the socio-economic conditions within urban areas is certainly
a major contributor to the changing demography. It is less clear whether
the slow growth of job opportunities within some sections of the urban area
increase the severity of many of the serious socio-economic problems which
plague many parts of our inner cities. |

Dufing the latter part of the past decade pclicismakers have recagnized
the need for massive financial aid to our cities. This has led to heavy
investments to rehabilitate the'ci;y. Investment has taken many forms.
Renewal of dilapidated housing and to some extent commercial property, aid
.to educatiénally disaﬁvantaged children, aid to ghetto businesses and
manpower retraining efforts have concentrated on the residents living in
the most blighted sectors of the central cities. Despite the massive
fiﬁaﬁciai efforts the social indicators of human and physical wellsbeing

in the city have not improved. Crime rates have risen, the stock of
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deteriorating housing does not seem to be shrinking, and the educational,
income and employment opportunity differentials among residents of
different geographic sectors within the urban areas do not seem to be
narrowing. In fact, there is a widespread feeling of pessimism about the
future role of the city in the nation's social and economic systems, Some
have questioned whether the large city is a viable unit for providing the

services and economic opportunities demanded by the population and have

xsuggested that public policy should attempt to accelerate the current

deceitfalizatian trends. Ip contrast, it is frequently pointed out that
there are serious institutional and economic barriers (such as discrimination)
ﬁhich, given further de:entializaticn,-will simply worsen the plight of
millions of slum residents. For the latter, rehabilitation of the inner
city may be their cnly!ghancé of economic improvement.

The choice of an effective urban policy reéuires a more complete

understanding of the economic structure of the various segments which make

! up the metropolitan area., If it is assumed that economic opportunity is the

appropriate linkage between the social decay of the poverty areas and the
more affluent sactiéng of the city and its suburban ring it seems appropriate
to make a comparative analysis of selected geographic par;% of the metropolitan
area., The eﬁphasis should be on the potential economic solution to the
problem rather than the zrime rate, the level of poverty, inadequate housing,
education and lack of skills among the residents, etc., since these are to
a large extent symptoms of the basic problem of lack of access to employment
cppartuﬁiﬁies_ _Some aspects of the symptaﬁs do, of course, have to be
considered but only insofar as they restrict access to available jobs.
-Giveniéhisbasic premise the micraeccnomic'studj_af metropolitan areas
should ccmpére land usevpattEfES in the suburban ring and the city. Specific
atténtién should be given to land values so that the'eést of redevglgpﬁent

may be assessed. The felétianéhip between industrial land use and
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residential patterns must also be studied. It is important to know

whether the economic forces shaping the location of industry and the

movement of the population are increasing the isolation of segments of

the pépulaticn from the growing job centers. In this respect the public

and private transit facilities linking fésidenfial and business locations

is a relevant feature of the job opportunity system.

The development of a new urban policy should take account of which

igdustfies are likely to provide the greatest job opportunities for

unemployed ghetto residents and whether it is feasible to make these
industries part of an inner city renewal plan. The alternative policy

of encouraging dacentralizatiénrand providing programs to ensure that

inner city residents are able to partiéipate in the growing number of jobs
outside the inner core must also be examined. Ce e

The present study ﬁaes not provide all of this information which is

a prerequisite for a mew urban policy. It is however, a preliminary
examination of the gmplcyment structure of a city which is unfortunate
enough to have many of the socio-economic problems found in most urban areas.
It is significant in that it is one of the few studies which has examined

the geographic distribution of employment within'the.centgal city. It is
unique in that it indicates some cé-ﬁhe dynamic changes in demand caused
-by the entry and exit gé firms among labor market segments of a large
metropolitan area, It is in essence a detailed analysis of the industrial

and geographic distribution of emplcyment cpportunltles by socio-economic areas
of the city. 1In this sense it is an 1mpcrtant contribution to the devalcp—
ment of solutions to the problems associated with high unemployment within the
inner city. As outlined in tﬁe introduction to the manuscript some of the
current public policy is supported by the results of the study while other

L]

policies are considered relatively ineffective. Some readers may find the
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conclusions drawvn from analysis difficult to accept since they challenge
certain aspects of conventional wisdom in the field of urban labor markets.
The study was c;nducted, however, with the intention of providing an approach
which would assist policy-makers in reducing unemployment in the nation's

ghettoes to the lowest possible levels., The nation currently has no higher

obligation than to achieve this goal.
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' INTRODUCTION

Urban Unemployment: Review of its Nature
and Some Recommended Policy Responses.

Persisténtly high urban unémplayment has been one of the most diffi—

‘cult unsolved socio-economic problems of thg 1960's and it is one which
is likeiy to be of urgent concern again in the 1970's. "The problem is
especially serious because it is geﬂgraphicall% concentrated in a few
subsections of the labor market. The sector where most of this unem;i
playmEﬁt is cgnceﬁtfated is in the nonwhite ghettoes where the reinforc-
ing links between joblessness and poverty, crime and sacial-de:ay are
painfully evident. The Qiyil disturbances of the iate 1960's are the
most striking manifeétations of these cgnditians, |

~The fact that the urban unemployment problem has sectoral charac-
teristigé is plainly seen by!ebmparing the unemployment rates for the
Philadelphia Standard Metropolitan Stafistical Area (éMSA) in 1969 with
that of the centfsl city. The SMSA as a whole, which is usually con-
sidered to be the labor ﬁérkét for job information proposes,. had an
unemployment fate of 4,3 percent. ébé unemployment réte'far the central
city alone, h@wever;'was' 5;3 percent. Surveys of other cities have
. sﬁown that the unemployment rates in the racial ghettoes are significantly
higher than those in the central city. Table &4 in-Chapter 1 of this
study sﬁaws this cleaély. In Detroit, during 1968569; the unemployment
rate for whites in the entire SMSA was 3 percent, while the rate for

nonwhites in the predominantly nonwhite ghetto areas was 13.5 percent.
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The goal of lgw unemployment throughout all sectors of the urban
labor market can be achieved by adjusting the supply and demand for labor
in each of the sectors. Manpower legislation and programs thch com-
‘prise the ﬁManpéwer Revolution'" of the 1960's are designed to deal with
unempléyment préblems primariiy;by changing the supply éf labor skills
in local areas. Consequently, in dealing with high unemployment in
certain sectors within the nation's cities programs have provided bésic
education, work experience and some specific skill training. This apﬁraéch
assumes that if the unemployed can develop jabéskills and get some work
experience, the private sector of the ecanémy-will be capabie of suppiying :
j@bs for themil Experience has-shgwn, however, that the private secéof,
though actively seeking to assist hard core unemployed from ghettoes,
has_ﬁad Qﬁly a médest‘impsét on the inner city unemplay@ent rate. The
success pfgﬁhe private sector iﬁ absarbiﬁg graduates of manpower programs
is, of course, likely to vary with the business cyéléi Even in periods
gf strong aggregate demand, however, the inner city unémplaymEﬁt rate
has remained substantially higher than the rate.for the entire urban
labor market area. g .

Rapid chéﬁégs in both thé dem@graphié distribution of the population
and the industrial structure of metropolitan areas offset the impact of
chaﬁges in labor supply. The migration of unskilled Blacks_from depressed
rural areas to the urban slums appears to be one factor which has negated

any reduction that manpower pragramé might have made in the unemployment

: For a similar argument see James L. Sundquisi;3 "Jobs, Training and
Welfare for the Underclass," Kermit Gordon, ed., Apenda for the Nation.
(Washington: The Brookings Institution, 1969), p. 55.
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rates for these areas. Segregated housing patterns usually dictate
that these migrants, because of their poverty and their racéj must re-
side in the dilapidated housing stock of the central city ghettoes. The
geographic segmentation of the labor supply is frequently strengthened
by zoning laws and regulations which restrict all but middle to upper
income residents from the suburban ring. Con -quently, workers with
the sgills necessary for many professional and highly skilled white
collar jobs most frequently reside in the subufbsi ‘Segregation and in-
come further segment the distribution of 1abcr!5upply within the city.
with emplayées having ability to perform the lowest skilled jobs,
living in ghetto areas, and the more skilled groups in the labor force
resiéing'in the nonghetto areas of the city. |

Changes in the spacial arrangement of labor demand throughout the
metropolitan area have n@é coincided with the geographic trend in the
distribution of labor supply. The highly paid white zéllar and professional
jobs have grown fastest in the central buginess district at the heart of
the central city, often quite neér ghetto sreas; In addition, most
other types Qf-ﬁébs have grown fastest in the suburban ring, out of
reach of the ghetto resident because of inadequate public tramsportation
networks and/or the cost of cammuting from the inner city to the subur-
" ban ring. The result ;s a shortage of service and blue collar workers
in suburban areés wﬁere unemployment is relatively 152 for all types of
labor. This contrasts with the central éity and ghetto where therevis a

surplus of low skilled workers and, consequently, high unemployment rates.
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If there are few job opportunities within éhe reach and capabilities
of inner city residents it is difficulﬁ to place even those trained under
igaverﬁﬁent programs. Consequently, a manpower policy which concentrates
!s®ley on changing the nature of' labor supply within the;iﬂner city is
likely to result in only partial success. When faced with the lack of
any prospect of finding desirable emplcymeng opportunities, one would
expect én individual to adapt a "short time horizon'" in the sense thaé
the individual's investment in himself as a p@éential wage earner would
not be high.

Available evidence suggests that élthﬂugh there are economic bene-
fits to the worker who does incur the costs necessary to acquire training
and experience, the benefit to the ghetto resident may be substantially

less than it is for other groups of workeis. For example, the Manpower

Report of the President, 1971, noted the smaller rewards from education

for the central citygnanwhiteg According to 1965-66 data, the weekly
wage of white high school graduates was nearly $25 higher than that of
whites who had not attended h?gh school; for ncﬁwhites the difference
was only $S.2' Anather stud? found that within 16 slum areas the rate of
unemployment did nDt_have a signifi;ant reléti@n with the level of educa-
tion attainment.3 Thus,‘there is é weaker economic incentive for the

ghetto youth to stay in school. Similarly, the prospect of a lifetime

zﬁénnet Harrison, ""Education, Training and the Urban Ghetto."
(Philadelphia: University of Pennsylvania, under grant from the Dept. of
Labor, Manpower Administration, 1971, unpublished Ph.D., dissertation), p. 103.

Sﬂanpswer Report of the President, 1971, p. 93. -




. 5

of "dead end" jobs would not encourage the individual to establish a
stable work record, but rather to move Er@% job to job at his canvenience.r
Such limited employment opportunities also reduce the Qppafﬁunity cost
of a pélice record. Indeed, criminal activities may compete favorably
!with "straight'" society for young ghetto residents. Asxa way of earning
a living illegal income in the ghetto is not uncommon, nor is it gréundg
for social ostracism.

Gﬁette residents face several socio-economic disincentives when

considering whether or not to continue their education or training, and
these can result in such retraining and employment barriers as lack of
education, motivation and regular work habits and, in%many instances,
the handicap of a criminal record. These barriefs increase the difficulty
and the cost of rehabilitéting the worker in omne Qf the nation's manpower
prngréms. If future job opportunities were a more certain prospect
for ghet?@ residenté, some of these costs might be borne by the individual
and therefore reduce some of the difficulties in changing the naturercf
labor supply in the central city.

A solution to the chronic nature of high sectoral unemployment with-
in segments nf-ﬁetrcpclitanxlébér markets may therefore rgqéire changes
in the demand for labor within the éentral city in addition to the em-
phésis of fedefsl manpcwér policy which has almost exclusively concen-
trated on the supply of labor. The government's traditional role in

stimulating labor demand has been through it's macroeconomic policy,

éﬁanpower Report of the President, 1971, p. 99.
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‘ '
jobs in specific localities. Examples of such programs are the Appala-
'-chian Regional Development Act and.the Public Works and Economic Develop-
ment Act 5, both of 1965, which embody the concept of injecting public
capital to stimulate economic development and create jobs in depressed
areas. None of these programs, however, deél specifically with the
sectoral unemployment of the urban area. 'The most prominent new approach
is the one supported by the Nixon Administration in which the ghettc
businesses are given financial and training assistance. Minority business-
men are encouraged to start their own small businesses.by reéeiving
loans.and counseling from the Small Business Administration. Another
approach sometimes followed by state and local governments has been to
offer locational subsidies to‘large, establisﬁed corporations to induce
them to establish plants within easy access of tﬁa ghetto worker. Still
other proposalé suggesf community contrel of the ghetto's resources
through cooperatives and community development ccrgafationsg

If an effective campaign of "job development" is to be mounted it
is necessary to have some idea of the potential éffective%eés of each of
these prOpbsals; In'addition, an overall stra&egy must be developed.
Should the ghetto areas be treated as underdeveloped nations which need
to develop their own economies? A program witﬁ its ﬁajcr emphasis on
startiﬁg new businesses, cooperatives and community development corporations
.woﬁld éonstitute such an approach. Tﬁe ghetto would strengthen its

community identity, develop a stronger political organization and pool .

5Replaces Area Redevelopment Act of 1961 and Public Works Acceleration
Act of 1962,
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its resources for iﬁvestmenﬁ and self help. It is often contended that
-such a course of action, while it may improve the quality of life in the
ghetto in many ﬁayég may not be able to create sufficient numbers of
jobs to solve unemployment problems. On the other hand, if there is a
strong secular declin; in the economic viability of urban ghettoes,
perhaps public policy should attempt to assist ghetto residents in mov-
ing out of the inner city and relocating in the secticns of the metro-
politan area where j@b_gppaftunities are expanding most rapidly.

Béaring the above questions in mind, this project is designed to
examine!the geographic distribution of the urban demand for labor and

its relationship with.unemployment in the city.

Objectives of the Stuéy V . _

The first major objective of this study.is to evaluate the feasi-
bility of the approach to urban unemployment problems which would re-
habilitate the ghetto areas of majéf cities through the development of
new enterprises in the ghgttaeé. Many believe that i;;f—;uf:}*n businesses
will ﬁravidé for many individuals another way out of the ghétté_ They
will create jobs (and) ... in time, this process will replace the ghetto
as an entity with fl@érishing inner éities.“s Thé direct emplaymenfe
impact of all firms entering, egitiﬁg or relocating within the city of
Philadelphia during a one year period is éssessed. Additional informa-
tion is provided by a survey,af the occupational struéture of a sample .
of 200 new éusigessesi A large part of the anaiysis is performed by com-

?Hﬁward J. Samuels, "Gempénsat@ry Capitalism" in William F. Haddad
and G. Douglas Pugh, (eds.) Black Economic Development (Prentice-Hall 1969)
p. 62. ‘ | . .
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paring the share of .the dynamic change occurring in tﬁe ghetto and non-
ghetto areas of the city and within the Central Business Diéttict.

The justification for the geographic subdivision of the city is
based on the existence of significant occupational and industrial
immobilities which segment the urban labor market into '"moncompeting'
groups of workers. In a large city ''the internal geographic arrange-
ments of the labor market compliment and reinforce the occupational ‘and
industrial boundaries that have been found to exist in local labor
markeﬁs-"7 The solution to high unemployment within some sections
of cities therefore requires a micro approach which treats the urban
labor market as a system of gecgrapﬁic tgublabor" markets.

The study also atteméts to examine the relative attrac;iveness to
iﬂdugtfy of several gEﬂgraphic_sectiaﬁs of the city. To faéilitate
this éubmetrcpélitan analysis, the city of Philadelphia was broken
into eight geographic subdivisions which were grouped into three sections
of analytic importance: thé Central Busiﬁess District, "Ghetto" or low
income residential areas and "Nonghetto" .or high income residential
areas. Ihis me thod anébled the study to accamPlish other égjectives such
as examination éf the relative attracti%eness of these gécgraﬁhig sub-
labor markets to different types of industry. In this éaﬁner it is possible
to deterﬁine if the ghetto is an attractive site for new firms while

questions on the survey instruments were designed to reveal whether these

’7Wi11iam Goldner, 'Spatial and Locational Aspects of Metropolitan
Labor Markets,' The American Economic Review, Vol. 45, March 1955, p. 113.
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locational decisions necessarily mean employment opportunities to the
. PQtEﬁ;ial labor supply residing near the new businesses' 1Q§ation_
A final purpose of the study is to present a cross-sectional analysis

of the industrial employment structure by geographic subdivision of

the city. The data for this analysis include the employment fﬂr all

firms in Philadelphia in 1968, By providing this information on the
geographic location of labor demand in relation to the potential supply
‘the study attempts to explain some of the feaséns’fcr the high sectoral

uﬁemplcyment found in Philadelphia and other cities.

Data Sources andMethDdéf Analysis .

The basic data for the study were derived from the mercantile
license file and the wage tax records of the éity of Philadelphia. Each
new firm is required by law to obtain a license to operate within the
city and changes of address and exits;frcm'business must be reported.

In this way the location of the firm (by zip code), its Staﬁdard Indus-
trial Classification and its number of employees (from wage tax data)
were obtained. Each fifm was assigned to one of the eighﬁ_geagraphic
éreas of thé city aﬁd since these areas were classified 'as ghetto, non-
ghetto or Central Business District it was possible to éampareithe em-
El@yment; industrial characteristics of firms, etc. by type of geographic
location.

inf@rmatian was collected on the total Papulétien of firms in the
city in 1968. 1In addition, the population of entrant, exit and firms

which moved within the city was studied for'1967. Although these were
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cross sectional data it did provide some indication of the dynamic changes
which affect the demand for labor in the city.

ETQ suppiément these data a mail survey and interviews were con-
ducted Dn-samples of firms entering the city and a suburban county. These
instruments provided additional information on the characteristics
of entrepreneurs, their locational decisions and the race and residence
of their employees. It also provided information on the occupational
structure of new businesses.

The énalysis of data is presented in three major sections. The
discussion of some of the dynamic influences in the urEan labor market
includes Chapter I which gives an overview of the employment situation
in éadgy's large metrapaliéan areas and of Philadelphia's in particular.
The scciéééfgnamié characteristicsiaf the e{ght gécéraphic sectors of
Philadelphia to be used in subsequent chapters aré discussed, as are
the city's changing structure of the industry and labor force. This
inférmatian shows that the urban areas selected for the study is fairly
diverse in its structure and naé atypi;ai_cf many of ﬁhe nation's urban
areas. Chapter II é@ﬁtains the data on the net effect on émployment of
firms éﬁtering, egitigg and changing ;ﬁcatian within the city. The
’relgzivé impgrESnce of the net employment changes is assessed by geéi
graphic sector of the city. The occupational iﬁplicaﬁiens of the net
emPIDyment changes are discussed in Cﬁaptér I1I.

The geographic distribution of empleyment in relation to the resi-.
déntial lacétién of the potential labor supply is ccntained in the second

ma jor section of the Teport. Chapter IV presents an industrial breakdown
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of the dispersion of emplc?mEﬁt withiﬁ the city. It also relates these
dispérsimn patterns to the commuting time to the center Gf;thé city.
Chapter V compares the industrial structure of each of eight sections cf
the city designated as the system of sublabor markets.

The reasons and implications of locational choices are discugsed in
the third section. The felati@nship between size of firm and commuting
time to center city is discussed in Ghapéer VIi. The important factors
.in plant location decisions and the implicatiaﬁs for the employment of
local residents are presented in Chapéers VII and VIIi_ The personal
characteristics of "new' Eﬁtrepreneuré and the vaﬁiatién among industries
and geographic 1Dca§iang are analyzed in Chapter IX. The final chapter
integrates the findings and points out some of the public policy impli-

cations.

. Summary of Findings and Recommendations

The industrial and employment trends in the Philadelpbia metropoli-
tan area are quit’.typical of many of the nation's large urban areas.
During the past two degédes employment in the city egpanéad-buﬁ its rate
of growth was about half as rapid és the rate for the entire SMSA. 1In
‘addition, some industries located in the city have actually shown an
absolute decline in employment. This has occurred for some manufacturing
iﬁdustries,transpcrtaticn and public utilities.

The!study shows that at least for Philadelphia, the relatively slow
employment growth in the city is not attributable to a large proportion
of slow growing or declining iﬁd;stries being located in the citgg In
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fact the highly diversified structure Dfptﬁé industry mix in the city
has strengthened its economic base. The major reason for thé city's
sluggish growth in employment has been that in the recent past it has been
unable to compete with the suburban counties in the metropolitan area
for the location of new industry. This is probably a weakness common
to many central ;ities. The employment trend would, of couse, have
been even more sluggish if Philadelphia had a higher proportion of
"declining" manufacturing industries such as té%tiles and apparel. How-
ever, the diversified nature of its manufacturing has permitted it to

sustain a slow rate of growth in employment during the past decade.

The Influence of New Business

The feasibility of a=pcliéy to rehabilitaée the ghetto by providing
incentives to new businesses, which locate in the innér core of the city,
depends to a large egteﬁt on the current geogfaphic distribution of firms
which enter, exit and relocate within the city. The findings of this
study show that any pcli;y desiéted to attract new businesses!is operating
against powerful economic forces and is u%likely to have é!majar impact
on the,empiayment problems of gheétc residents.

There is a ccnsiderable amount of changé. in the population of firms
in all major geographic sectors (ghetto, nonghetto and Central Business
District) of Philadelphia. The extent of these changes is quite similar
among geographic areas when compared to the population of firms in each

area. The impact of these changes on the economic future of inner city
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business and its residents is more accurately assessed by the marginal
chaﬁge, that is the net increase (or decrease) in number Qf firms and
employment opportunities. The entry and exit behavior of firms in the
ciﬁy dufing 1967 resulted in a net increase of 283 firms in nonghetto
areas, 67 firms in the Central Business District and only 76 firms-ig
the ghettoes.

The direct employment impact for the city as a whole was an in;
créase of over 4,000 jobs which is about .5% of eitjﬁwide total employ-
ment. There was a tendency, however, for non ghetto entrants to be
larger and exits smaller than.wés the case for ghett@ﬁentfants and
exits. As a result the increase in direct employment attributable to
the marginal changes in the number of firms was concentrated in the
nonghetto areas of the city. As a group the ghetto areas actually lost
450 jobs, although the net loss was entirely attributuable to the
"largest ghetto area of the city which lost over 1,000 jobs. in céntrast;
the net employment impact iﬁ the nonghetto areas of the city resulted in

=

_an increase of some 3,800 jobs. 1In the Central Busiﬁess;District em-
pleymént Qépartuﬁitiés increased by about 750 jobs,which éi;en the total
employment in tﬁis area, was a raﬁher modest increase and probably reflects
" the density of land use in the downtown area. |

The industrial distribution of the increase in employmént generated
by the net increase in new businessesjemphasizes the relative weakness
of the ghetto areas. The long-run economic future of any section of

the city is probably improved if- the marginal in businesses and job
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appertunicies is fairly diversified. Since the occupational structure
in a geographic area is influenced by the industrial distribution of
new firms, iEAis preferable for a sublabor market to be able to attract
manufactﬁring industry as well as firms in the service sector. This
will ensure job opportunities over a fai;ly wide range of wage rates.

The entry-exit behavior of firms throughout the city is heavily
concentrated in the service sector. Almost 50% of the net increase in
new businesses were service firms. There was only a net increase of 28
manufacturing businesses dufing_1967 and since the average size of exit
firms was greater than the average size of entrants the employment impact
of this change resulted in a loss of almost 1,000 manufacturing jobs.

This loss is, hawever; attributable to the ghetto areas and the Central
Business District which together lost DVEfi1,7QQEijSg There waé actually
a net gain of some 800 manufacturing jobs distributed throughout the
nonghetto sectors of the city.

An analysis of the empiayment changes attributable to the entry-
exit behavior of the various tépes of manufacturing firms does suggest
that fhe central city, at least outside the ghetﬁa, is stiii quite an
attractive location for some types of manufacfuring. Tﬁe central city
-is_still an acceptable location if ptédu;ti@n techniques do not :eqﬁi:e
large-scale operations. Consequently, chéﬁicalé and petroleum refining
are likely to decide against lécatingiin éﬁe central city while small firms
in the paper products, fabricated metals, eletrical machinery industries |
are still agtracted to the city as weil as the suburban riﬁgf Firms
which use 1;bar intensive methods of prnduc;ion (e.g., texﬁiieisnd apparel

industries) also find the central city an'advantageeus section for their
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aperstiansg Although the ghetto appears unable to develop or even
retain its manufacturing firms the nonghetto areas within the central
city are still able to attract small manufacturing firms using labor
inéensife methods of production.

The ghettoes and the Central Businegs District also showed con-
;siderable weakness in their ability to attract and retain jobs in whole-
sale and retail ﬁrade. It was only in jobs in the servi:e;industfies,
usually personal services, that the ghettoes showed any strength. Em-
ployment' growth in these types of jobs is of much less value than jobs
in other industries since an expected low employment ﬁultiglier for
thé personal service industries is unlikely to result in a significant
indirect eqpleyment ér@wth in the future.

Considerable expansion and contraction of family businesses also
occur Wiﬁhin urban areas. Since these businesses do not employ a
-work force, their impact on the labor market is quite indirect. The
entry or exit of an entrepréneur does, however, affect the employment
_status of some individuals thc;gh in many cases it méy be of -a rather
tempgfary nature, For example, in the canstruétian indusﬁré the new
entrepreneur ma§ exit from the industry when building sﬁarts or job
-contracts are low andrbecgﬁe’a member*cf the labor force. -Frequengly,
the exiting entrepreneur will find_emplcymént with another contractor:
in the urban area. |

During 1967 several thousand new entrepreneurs without a work force

registered in the city. About 40% of these family businesses were estab-
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lished in the ghetto.segti@ns of the city.. This compares to only some
17% Df the new firms with a work force locating in the ghettoes.

The location of a high proportion of family business in any area
is é dubious advantage since about 50% of such firms are in wholesale and
retail trade and an additional 307 in service industriés@ Since many of
these firms are rather transitory in nature and have a very uncertain
furture, the ghetto's success in attracting family business prcbabiy
reflects a basic weakness in the existing industrial structure of the
ghetto rather than an édvantage_ﬁhich will bring long-run benefit to
the residents of this section of the city.

The movement of existing firms from one section of the city to
another changes the gé@graphic distribution of jobs. In 1967 the ghetto
areas did show some modest net increases in' employment due to the move-
ment of firms within the city, but the impact on employment was not
sufficient to alter the conclusion that the locational patteyns of firms
reflect major economic pressures which make the ghetto a rglatively
gnattractive environment for ne% businesses.

The lack of economic justification for a policy Whichéaétempts to
attract ané assist new businesses in the ghettciis furtbér emphasized by
the apparent relativel§ slow emplcymen% growth of ghett? firms duriﬁg
the first few yearé of operations. The new;ghettc business does not
only employ a much smaller number of Wéfkéés than do the ncﬁghettc city

entrants and sulurban entrant firms, but the rate of increase in the

3
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i

ghetto firms' work force i% substantially less than the employment
. increase experienced by new nonghetto and suburban firms during the
early stage of the firms' development. This difference applies to
almost all types of occupations and industries.

There are apparently strong economic trends within the central
city which Willpmake it extremely éifficult for the ghetto to become
economically a "'self sufficient' sector of the bean economy. New
business is certainly not the appropriate vehicle to achieve a self
sufficient -gaal even if such a goal were desirable. New businesses
locating Qgtsidé the ghetto appear to do '"better" thaﬁ those locating
witﬁin the ghetto and if public policy is attempting to develop a new
Black bgsiﬁess class (as distinguished fr@mia policy to esta?ligh a
self éufficient ghetto ecaﬁamy) then ény assistance to minority business-
men should encourage them to locate in nonghetto areas of the city or
the Central Business District as well as tﬁe ghetto. The study produced
little evidence that the ghetta_pfavided_relative 1écatiaﬂal advantages
for any type of new busiﬁess. It is possible that some méquf%cturing
industries ‘which provide a service to tﬁe firms in the Central Business
Distriét (e.g. printing) may successfully dévélap in thg ghetto where
" space is available at low cost. cheve?, the results show that it is
most unlikely that new businesses established by individual Blacks Wili
generate a strong enough economic base té revitalize thé ghetto economy.
These entrepreneurs should therefore be advised to :énsi&er locations

outside the ghetto. Not only will such a policy provide the minority
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entrepreneur with a greater chance of success but it will generate
‘more job opportunities for ghetto residents, provided the new business
is located in nonghetto areas close to the core of the city.

The economic viability of the ghetto gill only be achieved if the
~existing businesses retain their current level of output and employment.
In some instances it may be feasible to p;@vide new economic activity
by locating government facilities in the ghetto. The solution to high
sectoral unemployment does not necessarily deﬁénd on the economic expan-
sion of the ghetto provided the ghetto resident can find employment

opportunities close to the core of the city.

Occupational and Wage Differentials Among New Businesses

Occupational data was c@liected from a sample of new businesses in
the Eityéand ﬁhe suburbs. A comparison of the écéupational structure of
the entrants shows scme'variatian acccfdiﬁg to the location of the firm.
-The information was only collected from some 4,300_pcsiticnsiand the
findings therefore cannot bé considered definitive.

Ghetto entrants which are genefally substantially smaller than
either ngnéhettﬁ or subufhan entrants tend to éffer pr§§ortianally, and
absolutely, fewer job opportunities which would be considered high in the
skill hierarchy of occupations. Ghetfa entrants have a lower proportion
of pf@féssiangl and technical occupations and among the SEtvice type
’accupafiens most cppartunities are inZPEfsanal services rather than
business services. }Gcnsequently,_ghetéa entrants are more likely to

offer proportionately more of the lower paying jobs. However, for many
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of the higher skill ievél occupations (e.g. managerial and professional
-technical) the new ghetto firm is likely to pay a higher salary. A
similar tendency exists for office clerical occupations. For some of the
lower skilled occupations (e.g. plant clericals) the ghetto firms paid
" less than did the nonghetto firms.

As expected, the work force of the new ghetto firm is made up of a
lower proportion of whites than the nonghetto entrants. For the high
skill (and high pay) jobs, however, a high proportion of employees in
ghetto firms were white. The salary differences between ghetto and non-
ghetto jcbs in the same occupations is therefore a reflection of the
lack of sgilled labor.and a surplus of Semiisgilled and unskilled labor
residing close to the new ghetto businesses. gIt seems clear that ghagtc
residents should be trained for some of the skilled occupations in innér
city businesses. For example, some ghetto residents should be trained

to compete for the office clerical opportunities in the inner city.

Employment Opportunities and the Geographic Distribution of Jobs

The geagraﬁhic.distributi@n of total city-wide jobs was estimated
for lgéS. This analysis of over 850,000 jobs revealed that about 80%
of these jobs were located within about 20 minutes highway travel time
by automobile from the center of the city.  The geographic area encom-
passed by this travel time was AEsigna;ed as the "core" D% "inner" section
of the city. It EampriSeﬁ the scuthé;ﬁ half of the city, including all’
three ghetto areas along wiﬁh the‘Centfal Bgsiness District and one

nonghetto section of the city.

. as



20

"The proportion ;f employment within the €OTe of the city does vary
from industry to industry. The high degree of employment concentration
"does suggest Ehat ghetto residents are in close proximity of a substan-
tial number of job opportunities requiring a wide variety of skills. It
is for this reason that the approach of the Concentrated Employment Pro-
gram, which is Qased on the target aiea concept in supplying ﬁanpcwef
éervicés; receives strong support from these findings.

The policy which attempts to raise the labor productivity of
residents of the inner city who experience the High unemployment rates
will,.of course, have a greater change of success if additional steps can
be ;aken to ensure that the ghetto resident will apply for jobs in the
inner city and be hired for the vacant positions. In this respect, the
findings suggest that improvements in the public transit system within
the core of the city will ﬁake the large number of jobs in the inner citf
more geccessable to ghetto residents. This leiey is necessary because é
of the very low automobile ownership among ghetto families aﬁd because
the degree of concentration of city jobs-declines substangially when
~public transit time rather than highway téavel time by priﬁaée'tfanspcrﬁ
tation is ;sed in calculating the geographic dispersian.qf employment.
Some parts of the ghétta areas are apéarentlyi somewhat isolated from
Ethe public transit routes and as a result it may take some 40 minutes to
travel to the center of the city by public transit compared to 20 minutes
by automobile. | |

The geographic concentration of eity jobs within the c@re‘implies

that improvement in the inmner city transportation network will make the
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vasﬁ ma jority of job opportunities accessable to gheétc residents. The
feasibility of such improvements, of course, depends on thé cost of
the proposed changes. TFor example, the cost of developing new subway
routes would be prohibitive given the éxPected benefits. However, sub-
stantial changes are possible in surface public transit with?ut in-
creasing substantial investments by the transit authority. Finally, it
does seem desirable to experiment with changing the rate structure.of
the transit system including a low fare (or even zero fare) on reverse
commuting during the high peak traffic hours.

The unemployed ghetéc residents should be trained in the types of
occupations which are expanding, or at least not declining,rwithin the
core of the city. In addition, industries which have a fairly-high
proportion of semi~skilled and relatively unskilled ccgupaéions are
most likely to provide employment opportunities for trainees.

If the inner city of Philadelphia is typical of many urban areas
then a strategy which permits the upgraded ghetto labor force to penetrate
the work force of existing businesses is the approach whigﬁ should be
given highgst priarity.g The success of the pgnetration sigategy requires
more than simplf supplyiﬁg manpower services to areas with high sectoral
unemployment. The choice of industries to penetrate is crucial since it

influences the type of job training provided. In Philadelphia in choosing

;glhe penetration strategy for improving the labor force status of |
minority groups includes penetrating both entry level jobs and the higher
skilled jobs in the firm's occupational structure. The policy being ad-
vocated in this study refers only to the penetration of entry level posi-
tions. The operation of the firm's internal labor market was not studied.
For a discussion of the operation of penetration strategy in one metropoli-
tan area see F. Ray Marshall and James Hefner, "Black Employment in Atlanta"
in Somers (ed.) Industrial Relations Research Association, Proceedings,

1970: pr 45‘54; *****

37



22
manufacturing industry perference should be given to élé&trical
machinery, paper, lumber and wood, printing and publishing.. The situa-
tion will probably be different in other urban areas, but it is ex-
pected thatrwhen the criteria of geographic accessability of jobs,
occupational structure Gf-iﬁdustry and industrial employment trend are
applied{ some industries will have greater potential job opportunities
than others for unemployed ghetto residents who are entering manpower
training programs,

The most attractive %ndustrial sectors for the penetraﬁi@n strategy
-in most urban areas are the growth sectors of comnstruction, transporta-
tion, finaﬁce, insurance, real estaté services and, of course, government
employment. With the égceétian of construction a very high proportion
of cityQWide jobs in these ‘industries are likely to be lacatéd in the
inner core of the city. The location and growth of local government
employment is encouraging for ghetto residents and any national manpower
paligf which seeks to establish job Qppcrtuhities in the public sector
is, depending on the nature of ﬁhe job aépprtuﬁiﬁies created3 likely to
"be of considerable assistance to unemployed inner city r;sidents. Such
a policy may of écurse only be a tempa?ary advantage since the number
of job slots may vary with the unemployment level. In édditien, it is
11&31ythét the concept of public sector employment opportunities, if
enacted, will result in training or egperienge job slots rather than
permanent employment positions. The benefit of such a program will,

therefore, 'be in training ghetto residents rather than providing long-
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term eﬁplgyment, '

The extent to which trained ghetto residents are able to gain
entry into existing businesses depends partially on the=redugti@n;af
discrimination in hiring. The policy which seeks to place unemployed
ghetto residents in existing businesses will be more successful if
the exiéting laws on discrimination on employment are effectively
enforced. The federal government has initiateé several quota hiring
plans in the construction industry. If the experience with these plans
results in a subétantial increase in the employment of qualified Blacks
in this industry it may be appropriate to consider extending the con-
cept to other industries. Specific prepcsals!ta eﬁsure nondiscrimina-
ﬁicn are, of caurse; clearly beyend the scope of éhis study and are
only mentioned to illustrate their interdeﬁenden;e with the policy
of retraining the unemployed for existing central city jobs rather than
relying solely on the job cppartunitiés created by new businesses.

" The alternative policy of improving employment opportunities in
existing businesses or deveicping jobs by encouraging new business are
not mutuéyiy exclusive. Both appr&aches are likély to feiuée high sec-
toral unemplayménti Ihé relative strength of the core ;f the city in
the base industries (those which expa%t a high proportion of their output)
and the non-base industries (those which supply services .to the fési—
dentsﬁf the local area) 1is encouraging for those who are unempl@yg§5
;If the base industries (usually manufacturing) sh@& some signs of
weakening in the central city and stréngtbening in the suburbs the policy-

should be directed towards encouraging existing, or new, city businesses
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which will provide ancilliary services to the expanding base industries
]

in the suburban ring.

The Entrepreneur and Chetto Development

Minority entrepreneurs are.most likely to enter business in the
whalesale and retail trade and service sectors compared to maﬁufacturing_
They are also likely to locate in a ghetto section of the city. From the
point gfrview of the economic success ofithe new venture, this is a |
rather disturbing finding and public polici shéuld encourage minority
-businessmen_tc léeate in nonghetto secﬁians of the ciéy which also pfé‘
vide éangiderable small business Gppcrﬁunit;esj

There is no eviéence that the minority éntreprEﬁeur is at a dis-
advaﬁtagé with the white businessman in financing the néw enterprise.,
Hawevér,_tbe‘Black businessman tends to have less experience before enter-
ing'businéss and a lower level of fermalxedu:atianél training. For this
reason it is recommended that perhpas the highest prinrity in the
strategy of assisting min@rity businessmen éhauld be to provide entre-

preneurial training services as part of the nation's manpower services.

Plant Location Decisions and Ghetto Unemployment

The trend in the pattern of location of existing business also has
a potential impact on the high unemployment rates in the inner city.
There are several reasons that firms with a large work force are likely

to provide more potential job opportunities for the unémplgyed than do
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firms with a small nﬁmbér of workers. Large firms are likely to have
.a more formal approach towards recruiting and are expected to put less
stress on recruiting through current employees. Since tﬁe unemployed
ghetto resident may have few acqaintances who are employed regularly
the more formal hiring methods at least provide an éppartuﬂity to a?ply
for a vacant position. In addition, larger organizations have to re-
port the racial composition of their work farcé to the Equal Employment
Opportunities Commission and this is likely to restrict extent of disi
criminati;n in hiring. Consequently, any trend for the larger firms’
to iacaﬁe farther from the center of the city will create labor market
difficulties for the unemp;gyed ghetto resideﬁts seeking job opportunities.

| The relationship of size of firm and distance form the core of the
city was analyzed for manufacturing firms in Philadelphia in 1968. !The
findings suggest that in several industries there is a tendency for the

larger firms to locate close to the center of the city., This was the

it therefore épéeafs that these industries provide potential job oppor-
tunities for disadvantaged workers.

' Thexgeagraphic distribution by size éf Eifm did not prgvide an
indication of future trends. For thisireaécn infarmatian on the factors
influencimg the chaicé of location was collected from a sample of city
and subﬁrbanéentfant firms. The disadvantages of current locations was
a%sa studiedifaf both entrant and existing fifms in ghetto-'and nonghetto

locations.
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The findings support the theory thatiﬁcnmanufacturing firms are more
market oriented and stress economics of localization while the availability
of space and facilities, its price and ability to expand are the major
fcfcés pﬁlling manufacturing away from the center of the city. Ironi-
cally, however, these same forces attract small manufacturing and non-
manufacturing firms to the city's ghettoes where cheap facilities are
available close to the Central Business District. Despite these particu-
lar advantages of thé ghetto, the inner city clearly has difficulty in
supplying the locational characteristics preferred by new firms. The'
overriding issue especially among smaller nsnﬁanufagtﬁring ghetto firms
is the fear of theft and vandalism. In addition, lack of room for ex-
pansian, lack of spaée for customer parking and pr@blémé of transpor-
taticﬁ access are generally viewed as disadvantages, which unless dealt
with by local authorities, may result in a substantial net outflow of
‘businesses from the inner city or at least substaﬁtialiy inHiEit the
location of new firms in the city., It also appears that while improving
‘the quality of the ghetto labé% force wi;l contribute to a reduction
in high sectoral uﬁeﬁglcymeﬁtiby making ghetto labor more competitive
with the labor force in other sections of the city, this policy will
“not in'itself be suffigient to attract or perhaps even retain jcbs.in
the ghettc.xzﬂthef environmental conditions which new businesses prefer

may have to be supplied in the inner city.

w
&
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extent to which these firms employ residents from the surrounding area,
From the interviews it was found that new businesses recruit a higher
" proportion of their employees from the immediate environment of the
firm than do businesses which have been established for some time. For
new ghetto firms, a higher proportion of employees live close to the

firm than was the case for new nonghetto businesses. The relationship

is reversed for established ghetto and nonghetto firms. Few existing

ghetto firms had many employees residing close to the business; most
employees resided éutside the ghetto. On the other hand establi shed
n@nghet;@ firms had a fairly high proportion of employees living neéf
the place of operations. Once the firm is established in the ghetto
and its work f@fce expands it appears that the proportion of employees
hired from the immediate envircﬁment declines. The established firm
aépears to enlarge the gecgfaphic dimensions of its search for workers.
This may simply be the result of the increase in size of the work force
but it may also be due to the inadequate supply of labor of the quality
preferred by businesses in the ‘inner city.

The residential location of thé fifﬁ's employees also varied émcng
industries. There was some evidence to support the view ﬁhat for manu-
.faéturiné and service firms a fairly high_prapcrticn of thg work force
1i§es a substantial distance from the place of operations. Among whole-
sale and retail trade firms, expecially for the new firms, there was a
tendency for the work farﬂeita be recruited from the éesidential area

close to thée business.



28
The means of travel to work used by the employees of the firms
i surveyed reveal some interesting results. The automobile was the pre-
d@minant method of getting EQ work and walking was relatively unimportant,
though ngnghetta firm employees did walk more than employees of firms
in other geographic areas. As expected employees working in central
business district firms tended to use public transportation. This is be-
cause it is feasible to have such a transportation system in high deﬁsity
work place areas. It was somewhat surprising ﬁhat émplcyees of nonghetto
firms used public transit more frequently than employees in ghetto fi%ms.
The extremely heavy reliance of employees in ghetto firms on the auto-
mobile suggests that large sections of ghetto areas are isolated from
puElic transit routes. Iﬁe average daily travel time data utilized in
studying the distribution of total empleoyment in the city tends to-
support this finding. It appears that not only is the ghetto resident
working in nonghetto sections of the city without adeq;ate public transiﬁ
but;thGSé working in the ghetto (no matter where they reside) also ex-
.perience the same problem and;ely heavily on ﬁhe automobile to travel
to work.

7' Several general public palicj implications seem to emerge from the
'fesultszéf this study. First, the problem of high unemployment in sectors
of urban labor magkets is only 1ikely t@abe solved if several stratggies
are followed ccncuffeﬂtly. - For exampie,’impravementsgin the pﬁblic
transit system in inner cities will reduce worker immobilities among

various "sublabor' markets within the city and at the same time improve

a4
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the locational advantages for firms considering locating iﬂ'thé city.
A policy which attempts to raise the productivity of the ghetto labor
supply is also likely to be more effective if the geographic boundary
of the worker's preference for place of employment are enlarged through
better transit facilities within the citfi

A second majer policy implication ¢f the findings is that despite
the interdependence of policy strategies Ehereiis_clearly an order of
priority among possible solutions to urban employment problems. Since
the vast majority of job Qpp@rtﬁnities are located in the core of the city,
raising tbe productivity of ghetto residents is clearly the policy which
should be given top pfi@rity. The importance of this particular recom-
mendation will, of course, vary with the industrial and residential.
structure of each urban area but no other policy (e.g. enforcement of
nondiscrimination in hiring, improved transit etc.) e%ea in é city
where job opportunities are not concentrated geographically, is
likely to be of any consequence to hard core ghetto fesidengs unless
éheir labor skills are-improved. !

A policy which attempts to create some urban environmental struc-
tural changes should alsc be given high priority. These changes inéiude
selective changes in urban tranmsit systems:within ;he inner city and a

‘ restrﬁcturing of the fare system -in'puﬁlic transit. Pragrams to
reduce the level of crime, especially crimes of violence and crimes
against property should also make the central citf_a more desirable lo-

cation for business. This particular policy should be giveﬁ a high priority
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mainly because therg is evidence to suggest that businessmen believe
that environmental problems in the inner city are very serious and unless
- corrected may lead to a substantial migration of business. A reduction

in the level of urban crime will not necessarily generate more job oppor-
tunities, but it will help retain existing jobs.

The findings strcngly suggest that a policy which engauréges new
ghettagbusiﬁesses should be given a low priority since they have a
low payc}f in terms of job opportunities for ghetto residents. If the
policy gcal is to increase the number of minotiéy businessmEﬁ then it is
essential that minority businessmen be encouraged to locate in nonghetto
areas. There may, of course, be exceptions to this general feg@mmeﬁdaticn!
There have been examples of successful community sponsored business pro-
jects in the ghetto and these.may be worth 'supporting. Experience has
shown, however, that the cést of subsidiziﬁgéguch projects is high and
the increase in job Dpﬁartunities very small. ‘The pclicy-gf aid to
minority businessmen, when given, should emphasize management training
for the new entrepreneurs rather than a Subsidj for starting business in
a section of the city which has serious 1écatioﬂél disadvaﬁééges. The
fehabilitaéian of the ghetto, including the reduétinn‘cf_high unemployment,
can clearly not be achieved through aéts of hércism performed by indivi-

dual minority entrepreneurs.



CHAPTER I
TRENDS IN THE URBAN SUPPLY AND DEMAND FOR LABOR

Statistics indicate that during the 1960's the unemployment rsﬁe for
the population living in urban areas of the United States has fallen.
This improvement has been experienced by both whites and non-whites, as
is shown in Table 1. Despite these advances in thé aggregate, the
demngraphic features of the urban population, residential segfegatiaﬂ and
chaﬁgin§ patterns of industrial lgcatioﬁ have comtined to create high
rates of uﬁempléymentgin the racial ghettos of most large metropolitan
areésg This situation is clearly one of sectoral unemployment, which, as
explained earlier, exists when the unemployment rate i. a particular
sector is high relative to the rates experienced in the rest of the

labor market.

Sectoral Unemployment Rates

| The unemployment situation in metropolitan areas (which usually
coincide with the boundaries of the statistical collection unit described
as an urban labor markeg area) can perhaps best be appreciated by |
considering it as composed of three gecgraphié seéctors: the suburban
ring, the nan—ghéttc sections of the cebtrél city and the ghetto sections.
The most severe unemployment and associated poverty problems are in the
ghettocs. Here the population is largely nonwhite, poor and living in
dilapidated ngsing; érime rates are much hiéher than in cthér parts of
ghe metropolitan area and for many ghettaeé business and employment are

31
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TABLE .

UNEMPLOYMENT RATES FOR SELECTED GROUPS . .

1968 1960
Metropolitan Metropolitan
' Areas Areas
Group (SMSA's) (SMSA's)

White
Male, 20 years and over | 2.2 ' : 4.2

Female, 20 yea:is and over 3.3 = - 4.5
Youths, 16-19 years 11.1 10.4

Negro & Other Races

- Male, 20 years and over
Female, 20 years and over !
Youths, 16-19 years . . 28

oo o Ln
[ »

o W
b A D
Qo L o~

SOURCE: Conrad Taeuber, U.S. Bureau of the Census, in testimony before
the House Committee on Banking and Currency, October 14, 1969,
Appendix.
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declining. Public pelic? has éétablishéd various manpower, education,
housing and economic development prﬂgéams in many of these local
communities. The second level of concern is the gecgraphic area
-encempéssiﬂg the ghettoes. This sector, comprised of the nonghetto
!secti@ns of the central city, frequently has the same external boundaries
as the city itself. This sector is characterized by higher incomes and.
lower unemployment than among ghetto residents., 1Its populatiaﬁ is largely
white although it incluaes-scme nonwhites especially those whose incomes
are above the poverty level. Business ané employment in the nonghetto
sections of the cgntfal city have, in genefal, not shown the declines that’
mark many ghetto areas. This sector also generally cﬁﬁtains a growing
central business district. Finally thé third primary éect@r, the suburban
ring of the metropolitan area, is us;ally composed of counties outside the
city limits. Here incomes are highest and unemployment lowest among the
three geographic sectors in the metr@poiitan area. Business and.employ-
ment have been expanding rapidly in this sector, in some instances
creating a labor shortage. !

The differences in the unemployment rate among these three sectors
shown in five major metf@politaé areas is shown in Table 2., It should be
ﬁgted that the figures for the central city include those unemployed in
the_ghettces_ Similarly, the unemployment rates for the SMSA's include

" the unemployed in the central city ané ghetto. This suggests véry low

unemployment rates in the suburban ring. It is, of course, likely that

unemployment rates and the characteristics of these ''ghetto" areas may be

1

similar in some respects to their counterparts within the central cities.

However, the data suggest that for the most part the suburbs are either

a9
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areas of sufficient or excess demand for labor. In contrast to both the
metropolitan area and the central city, unemployment rates in the ghettoes

are two or three times higher.

Demographic Changes

The demographic changes in the population of central cities which
have made it difficult to show that Manpower programs have madé signifi-
caﬁt inroads into urban unemployment haveralsa tended to accentuate the
sectoral nature of the problem. The most important demographic change,
of course, is the increasing prcpértion of the central city population
that is nonwhite. Table 3 shows that between 1960 ané 1968 the central
cities in the United States gained nes%ly two-thirds of a million people.
As paét of this net change the Negro population has increased by over two
millian whilaithe white population has decl.ned by a little less than two
million. About one-~third of the increase in Negro central city population
(800,000 persons) is due to net in-migration, while almost all of the whéte
decline is due to net out-migration. The unemployment rate .for nonwhite
Americans, despite improvements over the decade, is signi?icantly higher
‘than that for whites. This is‘due to numerous factors including racial
discrimination and. lack of skills and edugatiéﬁi These latter disadvan-
tages appear particularly serious amcﬁg nonvhites who have recently
migrated to the central cities from rural areas. The increasigg proportion
of nonwhites, therefore, would tend to raise the unemployment rate in the
central cities., Another aspect of these demographic changes is the larger
proportion of yauth among the n@nwhité urban population. The problem of
youth unemployment is even more sericus‘th%m for other labor force graups:
While the overall unemplcymentirate has been falling since 1960, the rateﬂ

for persons aged 15 to 19, although ordinarily high, has in fact risen and

51
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TABLE 3

36

POPULATION OF THE UNITED STATES BY RESIDENCE AND RACE (IN MILLIONS)

Residence & Race

Total
Metropolitan Areas

Central Cities
Outside Central Cities

Nonmetropolitan

White

Metropolitan

Central Cities o
Outside Central Cities

Négrc & Other Races
Metropolitan

Central Cities
Qutside Central Cities

1968
198.2

127.5
58.4

69.1

70.8

1960

178.5

112.9

57.8
55.1
65.6

99.7

47‘5

52.3

Percent

of Change

24.3

22.9
29.8

SOURCE: Data from Conrad Taeuber, U.S. Bureau of the Census, in testi-
mony before the House Committee on Banking and Currency,
October 14, 1969,
3
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in some ghetto areas has at times reached the incredible rate of 35

F2N

percent.
Furthermore, recent SEUdiESliﬁ several cities have shown that there

;has been an increase in residential segregation since 1960, thus increasing
the concentration of the Uﬁempléymeﬁt problem in a few sections of the
central cities. Conversely, in the suburbs residence is often. restricted

to middle and upper income white by zoning laws and other devices, resulting
in that sector's low unemployment rate. 1In these ways, differences in
unemployment rates by race and age group, when coupled with segregated
-?esidential pattéfns have contributed to the development of variations in
the unemployment among different sectors of the metropolitan area.

There are also considerable differences in occupational status among
workers residing in different parts of the metropolitan area. Table &
indicates that while 46 percent of all males in the labor force living in
metropolitan areas are in white collar jobs, only 11 percent of nonwhites
living in selected poverty areas have these types of jobs. The proportion
éf nonvhite males holding these types of jobs ranged from a high of 25.5

percent in New York City to 11.1 percent in Detroit.

These data probably understate ‘the @caupaéianal status differential
between ghetto énd nonghetto residents. This is b&causé thete is a
significant occupational hierarchy wiéhin each of the broad occupational
categories shown in Table 4 and ghetto residents are likely to be concen-
trated 'at the bottom of gﬁe internal hierarchy. For example, managers in
manufaéturing plants are grouped with managers of small retail stores,
barber shops, etc. Ghetto residents who hold managerial jobs are iikely
to work in the latter type of firm. |

The differ?ntial betweeﬁ female residents in ghetto and nonghetto

sectors is even more pronounced; 65 percent of such workers in the
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metrepélitaﬁ areas are in white collar. jobs while less than 35 percent of
" the female workers living in the ghetto sector have white collar jobs.
This finding has considerable socio-economic implications for urban
gpfcb1Ems since close to one=-third of. ghetto families are;héaded by women.

The data clearly show that ghétto employees are concentrated in the
service,rlabaring and operative occupations. The explanation of this
Qccupétianal distribution is mainly attributable to racial discrimination,
low educational attainment, and lack of skill and experience among ghetto
residents. However, inadequate labor demand in areas accessible to ghetto.

- residents also caﬁtributes to the preseﬁt occupational structure of ghetto
workers.

Concurrently wigh the dem@gfaphic and labor suéply changes described
above, there has been a geographic redistribution of jobs within urban
areas, Advances in highway transportation and communications have made it
feasible, and for many industries, more economical, for firms whose market
is the metropolitan area to locate beyond the <core of the ci§y.1 At the
same time taxes, land costs and crime rates have made the central city a
more costly place éf_cperaticnii As a result, there is a strong trend in
ﬁetrapclitan industrial location towards the suburbs.

The shifting pattern of industrial location within thirty large

" metropolitan areas is shown in Table 5. Employment growth in the
suburbs was found to be greater than in the central city in all
industrial categories. 1In some industries, for example the service sector,
there was an ingreasé in central city jobs, but in other industries,

especially manufacturi. g, there was a substantial decline in job opportunities.

lNafbert Stefanik, JIndustrial Tocation Within an Urban Area, Bureau B
of Business Research and Services, University of Wisconsin, Madison, 1962, p. 10.
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In the suburbs, empl@ymeét in all industrial categories increased, with
the rate of growth being most pragcunced'in non-manufacturing. These
findings are confirmed by Dorothy K. Newman's study of the distribution
of new nonresidential building pe:mits.2 Her study shows that since 1954
there has been a steady trend in the movement of new factary and commercial

buildings to the suburban ring of metropolitan areas. The trend toward

decentralization of metropolitan employment along with the increased

_segregatién of the population by race and income has had serious implica-

tions for the urban labor market. It appears that the low skill jébs!in
manufacturing and trade for which ghetto residents would most easily
qualify are expanding most rapidly in the suburbs while such jobs are
growing slowly or even declining in the central city;3 In this way the
changes in the distribution of industry amané sectors of the métf@pélitén
area has run counter to shifts in the patter; of labor supply and has

contributed to a highly sectoral pattern of unemployment.

Sectoral Unemplovment and Demographic Changes in Philadelphia

The demographic changes and unemployment characteristics of the

Philadelphia metropolitan area are quite similar to the experience in

other urban areas. The proportion of the population of its central city

that is nonwhite has increased from 185pércent in 1950 to 26 percent in
‘1960 and to an estimated 31 percent in 1965.4 Over this'pericd, raéia;

gheétaes in three sections of the city expanded significantly. The

20 . : ] e
Dorothy K. Newman, "The Decentralizaticn of Jobs" Monthly Labor

Review, May 1967, pp. 7-13.

3E¢N; Dobson as cited in Peter B, Doeringer, ''Ghetto Labor
Markets - Problems and Programs'', paper read at Confercnce on
Transportation and Poverty, mimeo, June 7, 1968. American Academy
of Arts and Sciences, Brookline, Massachusctts.

4Natianal Advisory Commission on Civil Disorders, p. 248.
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Philadelphia SMSA also had differential rates of employmeﬁt growth between
.its central city and suburban ring which will be exémined in detail below.
Coinciding with these trends were differences in the unemployment rates
among different sectors“of the metropolitan area. In 1968 the unemploy-
ment rate in the suburban ring was 2.7 percent, while the rate for the
central city was 3.9 percent. The figure for the suburban ring might have
been lower had it not included the city of Cﬁester, Pennsylvania, which
had a ghetto of its own. A study of urban poverty areas conducted in
vaember of 1966 showed that in the North Philadelphia ghetto the
unemployment rate was 11 percent and the subemployment.rate was 34 percent.
In contrast, the Philadelphia SMSA unemployment rate for 1966 (11 month

average) was 3.4 percent.

Variations in Socio-Economic Conditions Among Sections of Philadelphia

In order to analyze the characteristics and employment impact of new
and existing firms in this sectoral context, a major feature of this'study
is comparison of these firms according to their geographic location within
the city. For such comparisons, the city was divided into eight geographic
. sections or sublabor markets. ﬁeither éhis geographic di&ision nor the
teim "sublébor market' is meant to imply that these are Self-coﬁtained in
terms of places of work and residences. This term refers only to
geographic subsections of the larger labor market area. The reievaﬁce 6f

these comparisons is due to the relation of firms' behavior to the

5The "subemployment" index includes: 1) the unemployed, 2) those
working part time who are seeking full time work, 3) heads of households
working full time and earning less than $60 a week and those not heads
of houseliolds working full time and earning. less than $56 a week, &) half
the number of males aged 20 to 64 listed as not in the labor force and
5) half the estimated number of "unfound" males. :
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differing socio-economic characteristics of the sublabor market in which
. they choose to locate.

The geographic subdivision of the City of Philadelphia used for this
study, as shown in Chart I, is based.on the boundaries used by several
federal and local agencies. Thrée of these sublabor markets, North
Philadelphia, Spring Garden and West Philadelphia, can bé described as
low incpﬁe areas and each contains a substanéial ghetto. The boundaries
used to demarcéte these three sectors are quite similar toiboundaries
used by the Model Cities Program and the Concentrated Employment Program.'
Throughout the analysis, these three areas will be referred to collectively
as ghetto areas, although, since their boundaries are baced in part on
administrative criteria, they contain sections which do not conform to
the usual séciologicél meaning of the term "ghetto,"

The remaining sections of the city Center City, South Philadelphia,
Northwesﬁ Philadelphia, Northeast Philadelphia and Frankfort-Richmond, were
selected according to the practice foliowed by the City Planning Commissién
and other local agencies. These sublabor'markets are descriﬁed as '"high
income" areas iq the sense that~none of them contain a substantial ghetto
of low income residents. One of these ".onghetto" areas, Center City, is
the downtown section‘of the city aqd is designated.as the central business
. district (CBD).

A statistical comparison of selected socio-economic characteristics
6f these sublabor markets wﬁich highlights the differences among sections
of thevcity is presented in Table 6. The data are adapted from a study
by the Philadelphia City Planning Commission and based on the 1960 Census. .
As mentioned above, Center City corresponds.to the Central‘Business

District which helps explain why it ohly had a population of 38,000, making
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CHART 1

GEOGRAPHIC DIVISION OF CITY OF
PHILADELPHIA INTO SUBLABOR MARKETS
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2- South Philadelphia
_34 Center City
4- Spring Garden Area
5~ North Philadelphia
6- North West Philadelphia
7- North East Philadelphia
8- Frankfort - Richmond
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it by far the smallest residential secgion of the city. Of the nonghetto
areas it was the ounly one which had a sabstantial proportion of non-white
residents. Center City is the only area where most of the residences are
aot owner-occupied. The mediau family income of its population is below
tha city medlan although there is brobably a considerable deviation from
this average level.

The other four nonghetto areas of the city, South Philadalphia,
Frankfora-Richmond, Northwest and Northeast Philadelphia all tend to have
a relatively high median family income, a very low percentage of nonwhite.
population, a high proportion of owner-occupied housing and, except for
Sbuth Philadelphia and Frankford-Rlchmond, a populafion with a high
median level of education. In contrast, the.ghetto areas have a fairly
large nonwhite population with a lower level of educational attainment,

lower family income and a smaller proportion of residents who own their

/

homes. !

The 1960 Census data clearly show substantial differences in socio-
economic characteristics of the ghetto and. nonghetto areas. It is

believed that during the past decade these differences have become even

* more pronounced as the proportion of whites in the ghetto areas has

declined significantly.

' The Current Employment and Industrial Structure of Philadel~hia

The geographic and occupational dimensionsvof'labor demand in the
central city are related tc the industrial structure of the Standard
Metropoliten Statistical Area in which the central city'is located. It
is therefore necessary to identify the overall ihdustrial and employment
structure of the-geographic area from which the empirical aata are

collected. Table 7 summarizes the employment structure for Philadelphia

.63
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and the eight count:y6 (two states) Philadelphia labor market and provides
the relevant background infofmation for the study.

The City of Philadelphia has one of the most highly diversified
industrial structures o: any city, having over 90 percent of the U.S.

Census' categories of industries. Moreover, no one industry group is
dominant among them. Nommanufacturing employment represents 70 percent
oS all nonfarm wage and salary employment as coﬁpared fo only 30 percent
for manufacturing.

Diversity is characteristic also of the manufacturing sector itself.
Machinery, apparel, metals, foods, and printing collecuively account for
two-thirds or manufacturing employment. Machinery-~the largest of these--
has only about 19 percent of the total manufactvring employment.

More significant in terms of total jobs are nommanufacturing activities.
Tfade is the pfedominant employer, but it‘is fo}lowed closely‘by service
industries and government. Approximately 10 percent of total employment.
is accounted for by the self-employed, domestic workers and farm employees.

The importance of the City of Philadelphia in its metroéolitan area
is evidenced by the fact that the city's estéblishments (including govern-
ment) provided in excess of a million jobs in 1968, over one-half the
employment in the entire labor markét. There are some significant differ-
ences, however, between the industrial structure of the labor market as
a whole énd that of the city alone. In the metropblitan area, manufacturing
is rélatively important, representing almost one third of all jobs. Of
these manufacturing jobs, one third are in the machinery or metals industries
while the remainder are widely scattered among other manufacturing activitiés.

In contrast, city manufacturing jobs are concentrated in food, textiles,

®

6Besides Philadelphia County,_included are Chester, Delaware, Mont-
gomery, and Bucks Counties in Pennsylvania and Burlington, Camden, and
Gloucester Counties in New Jersey.
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TABLE 7

EMPLOYMENT STRUCTURE BY RESIDENCE OF ESTABLISHMENT, 1968

CITY OF PHILADELPHIA AND PHILADELPHIA LABOR MARKET (SMSA)
(In Hundreds)

. Philadelphia
City of . Philadelphia Percentage of
Philadelphia Labor Market Philadelphia
Industry Employment  Percentage Employment Percentage Labor iarket
Zontract Construction ' 373 3.6 741 3.8 50.3
sanufacturing | 2,705 26.4 5,799 '29.5 | 46.6
Furniture and Lumber 65 0.6 130 0.7 50.0
Metals 293 2.9 807 4.1 36.3
Machinery 514 5.0 1,354 6.9 38.0
Transportation Equipment 68 0.7 299 1.5 22.7
Food 274 2.7 486 2.5 56.4
Textiles 170 1.7 273 1.4 62.3
Apparel 438 4.3 575 2.9 76.2
Printing ' 249 2.4 408 2.1 61.0
Chemicals 180 1.8 416 2.1 43.5
All COther 454 4.4 1,052 5.4 43.2
Aransportation and Public 646 6.3 1,091 5.6 59.2
Utilities
Trade 1,905 18.6 3,469 - 18.2 54.9
Xinance, Insurance, and
" Real Estate 693 6.8 . 938 4.8 73.9
Services and Miscellaneous 1,585 °  15.5 2,837 14.4 55.9
.3overnment . 1,315 12.8 2,497 12.8 52.7
Total Nonfarm Wage & Salary 9,221 90.0 17,372 . 88.5 '53.1
ze;f-employed,'Domestics and 1,025 10.0 ‘ 2,270 11.5 45.1
arm —_—
Total ' 10,247%* 100.0 - 19,655 100.0 52.1

.SOURCE: Pennsylvania Bureau of'Employment Security.

'*Estiﬁated.
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abpafel and printing industries. In the nonmanufacturing industries, the City
of Philadelphia has a higher concentration of jobs in finance, insurance and
real.estate, services and coﬁtract construction. These city-SMSA differences
indicate that the geograjhi'ic distribution of employment by industry follows
the pattern typical of mectropolitan arecas throughout the nation/. The central
cities tend to specialize in those types of industries, such as finance,
insurance and real estate and many services, whichvdepend on econominrs of
agglomeration and which operate most efficientiy at the hub of regional
communication and transportation networks. In addition, the centrél cities
tend to specialize in those industrics requiring a low wage, low skilled

labor force. This is exemplified by Philadelphia's Jdominance within the

SMSA in nondurable manufactures.

The Dynamic.Shifts in Employment and Industry in the City of Philadelphia

The-L968 pattern of employment in the City of Philadelphia as the céntral
city of the metropolitan area is the result of a dynamic process of change.
Table 7 describes the industrial distribution of employment in the city for
selected years between 1951 and 1968. This shift in the employment pattern
has taken place against a background of a slightly-downward trend in employ-
ment with cyclical fluctuations around ghis trend line espeéially masked
by the recessions of the late 1950ﬂs’and early 1960's.

Over the 1951-68 period the most significant change was the decline
of manufacturiné relative to nonmanufaeturing in the city. From a high of
35 percent of total emplo&ment in 1951, manufacturing fell to slightly
more than 26 percent by.1968. Although this decline has been felt widely in

most manufacturing categories, textiles and metals have been especially hard

hit. Interestingly, the most rapid increases in manufacturing employment have

.Rjkrfor the case of New York.

A ruiToxt provided by ER

occarred in the durable goods industries of metals products, machinery and
transportation, of which the central city has a relatively smaller share.

Among the nommanufacturing industries major increases occured in

7See, for example, R. Vernon, Metropolis 1985, especially pp. 135-149
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TABLE 8

DISTRIBUTION OF EMPLOYMENT IN CITY OF PHILADELPHIA FOR SELECTED YEARS

' Percentage of Employment
Andustry 1951# '1960# _1963# _1968+

Mlnlng . | - _ - - el
Contract Construction 4.2 2.8 2.9 3.6
Manufacturing 35.1 30.8 29.2 26,4
Furniture and Lumber 0.8 0.7 0.7 0.6
Metals 4.4 3.4 3.0 . 2.9
Machinery 6.1 DD 6.1 5,0
Transportation 0.5 0.4 0.2 0,7
Food 3.6 3.4 3,1 2,7
Textiles 3,9 2,3 2,0 1,7
Apparel 4,8 4,7 4,6 43
Printing 2,8 3.1 2,9 2,4
Chemicals 2,3 2,2 1,9 1,8
'IransPortation and Public Utilities 7.9 7.4 7.3 6,3
Trade 18.9  18.8  18.3 18.6
Fihaﬁce, Insurance and Real Estate 5.0 6.0 6.5 | 6.8
Services and Miscellaneous ' 10.7 14.3 15.4 15.5
Government | 8.7 9.6 10.3 12.8
Total Nonfarm Wage & Salary 90.5 89.9 %0.0 90.0%
Self-employed, Domestics and 9.5 10.1 10.0 10.0%
Farm Workers ' ) ‘
Total o . 100.0  100.0. 100.0 100,90
Total Number (hundreds of workers) 10,756 9,905 9,590 10,248%*

SOURCES: #Harms, L. and James, R. Manpower in Pennsylvania, Vol. IT,
Harrisburg: Commonwealth of Pennsylvania, Department of Community
Affairs, 1967.

#+Pennsylvania Bureau of Employment Security.

$'Estimated,

86



51
services, and finance, insurance, and real estate. There'has also been a
substantial increcase in'the importance_of government employment. This
increase reflects the national trend in the growing importance of public
.sector employment, especially at the state and local levels. A major
compon: it of this government sector has probably been in response to the
demand for labor in education especially in the public school system. At
the same time, smaller relative declines occurred in contract.construction,
and transportatian and public utilities.

Which the unemployment rate in the central city has been higher'than'
in the metropolitan areas as a whole, the rise in city employment has
occurred at only half the rate for the entire metropolitan area. The
comparative data by industry for the period 1963-68, presented in Table 9,
revaals that the city increased emplayment ﬁy about 7% or 65,800 jobs
compared to a 13% increase or 232,700 jobs for the SMSA. 1In absolute
numbers of jobs, the city of Philadelphia lost over 150,000 aositions in
manufacturing, transportation, and public utilities. This decline was
particularly acute in machinery, food, textiles, and printing, with over
140,000 jobs lost in these fielas alone;‘ 6f the 23 major-Staﬁdard
Industrial Classifications'in manufacturing it was only in.one that the
city exceeded the entire labor market in growth of employment. This
occurred in transportation equipment with the success of'the Budd Compahy
" of Philadelphia accounting for this‘exaeption to the geaeral comparative
disadvantage of the city. At the same time over 460,000 jobs were
created in these industries in the entire labor market. Both tha city
and the labor market area as a whole expérianced imporfant job gains in
contract construction; trades; services, government, and, to a lesser

extent, finance,..insurance and real estate. Only in the case of government

7 ,



TABLE 9

TOTAL GAIN OR LOSS IN EMPLOYMENT IN CITY OF PHILADELPHIA AND
PHILADELPHIA SMSA BY LOCATION OF ESTABLISHMENT BETWEEN 1963 AND 1968
(In Hundreds of Jobs)

City of Philadelphia Philadeiphia SMSA
: % Total Gain (+) % Total Gain (+)
Industry Change or Loss (=) Change or_Loss (-)

Coutract Construction 53.7 + 94 30.9 + 175
Manufacturing - 3.3 - 92 8.2 + 441
Furniture and Lumber 3.2 + 2 20.4 4+ 22
Metals : 3.5 + 10 ' 8.6 + 64
Machinery -=12.1 - 71 14.7 + 174
Trénsportation Equipment 195.7 + 45 14.1 + 37
Food | - 8.1 - 24 - 0.6 - - 3
Textiles : -10.5 - 20 - 5.9 - 17
Apparel - 0.7 - 3 : 1.4 + 8
Printing - 33 ) 12.1 + 44
Chemicals ' - 3. 6.9 + 27

~ All Other - 0.9 . + 3 8.9 + 86
Trans. and Pub. Utilities - 8.0 - 56 2.2 + 23
Trade . 8.6 +151 17.2 + 510
Finan., Insur., and R. E. 10.4 + .65 11.7 + 98
Services and Misc. 7.4 4109 . 24.2 + 552
Government 32.7 +324 27.9 4+ 544
Total Non-Farm 6.9 4595 13.8 +2344

Wage and Salary .

Self Empl., Domes., Farm -- + 63 -- - 17
Total 6.9 4658 13.4 - +2327

- SOURCES: Harms,_gg. cit., and based on data from the Penna. Bureau of Employment

Security.
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and contract constructién did the city move faster than the metropolitan
aréa in creating jobs.

The growth rate of the metropolitan regions as a whole can be used
-‘as a sténdard for comparison or perhaps as a goal or measure of potential
growth for the central city. If Pﬁiladelphia's overall job growth rate
was the same as the entire regions', some 128,500 new jobs would have
been created between 1963 and 1968. There were actually only 65,000 jous
created. This poor employment performance of the central city relative
to the metropolitan areca can be analyzed to determine its causes, Tﬁe
city's slow relative growth rate might Ee due to competitive disadvantages
as an industrial location compared with ;he suburban counties. Such a
competitive disadvantage may be due to higher crime rates, higher taxes,

~traffic congestion or lack-of room for the expansion of facilities. These
factors would cause city firms to grow more slowly than their suburban
counterparts and would alsé encourage new firms to locate outside the
central city. A secoqd possibility is that the industry mix of the city
may contain a large portion of slow growing or declining industries.
The relative importance of the competitive effect and the industry mix

1 effect can be determined by comparing the'actuai berformance of the central
city with an employment growth "pbtential.". This potential is the increase
in'employment that would have occurred in'the'central city if it had
.experienced the same growth rate as the entire labo; market.

The total potential growth for Philadelphia between 1963 and 1968
for example is calculated by applying thé Philadelphia labor market area
growth rate to the city's employment base in 1963. The.difference
between the actual increase in jobé and this ''potential" represents

"lost jobs." To determine what part of this difference was due to the

SN
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industry mix of tﬁe central city, tha ?ational growth rate for each
industry is compared to the overall growth rate of the‘metropolitan
area to obtain a differential growth rate which is then applied to the
1963 city employment in that industry. The result is a "gain or loss"
of jobs due to the industry mix of the central city compared to the mix
of the region as a whole,

The competitive effect, on the other hand, is determined-by comparing
the growth rate ;f the particular industry in the entire metropolitan
region with its growth rate in the city alone. This procedure yields a
differential growth rate which when applied against the 1963 employment
base of the industry, designates the gain or loss of jobs owing to the
relative 31Uggishness (or dynamicism) of the city ségment of the industry
compéred to that of the entire region. The sum of the mix and competitive
effect yields the total over-all effect on employment growthlfor each
industry. The sum of these.effects for each industry then equals the
total "loss'" of jobs, that is, tﬁe additional number of- jobs that would
have been created had the employment growth rate matched that of the labor
market area as a whole.

The result of this method of éssessidg the sources of job ioss" is
shown in Table 10. The data show ‘that it wés the slowgr growth rate of
local industvies which caused the outward Shift. The dafa was availablé
‘only fo; the nonfarm wage and salary seétor. Over the period 1963-68

this sector showed a new loss of 56,100 jobs. This net loss was the

For more details of the procedure as applied to metropolitan regions
compared to the national economy, see Edgar S. Dunn in Papers and
Proceedings of the Regional Science Association, Vol. 6, 1960 and Robert
C. Graham, in Survey of Current Business, U.S. Dept. of Commerce, April
1964. For the Philadelphia area work see Federal Reserve Bank of
Philadelphia, An Analysis of Shifts in Employment among Sixteen Large
Metropolitan Areas, 1959-1964, Phila: 1965.
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TABLE 10
SOURCES OF "“JOB GAIN OR LOSS"™ FOR THE CITY OF PHILADELPHIA RELATIVE TO
EMPLOYMENT GAINS FOR THE PHILADELPHIA METROPOLITAN AREA, 1963-68
(In Hundreds) '

Effect of Geographic . .
Industry Industry Mix Competition for Industry Total

Mining | 0 0 0
Contract Construction 49 + 8 57
Manufacturing , -145 : -321 . -466

Furniture and Lumber 4 - 11 - 7

Metals - 14 " - 14 S - 28

Machinery .8 ~157 -149

Transportation Equipment - . 42 42

Food - - 42 - 22 ~ 64

Textiles ' - 37 . . . ' -9 - 46

Apparel - 53 - - 9 . - 62

Printing - 4 ) - 67 _ - 71

Chemicals ' ‘ - 12 - =16 - 28

-All Other + 5 - 58 - 53
Transportation and Public ' : . .

Utilities - - n 130
Trade ' - 67 : =151 : - 84
Finance, Insurance, and

Real Estate -1 8. 19
-Services and Miscellaneous : 159 , -248 - - 89
‘Government 144 h ' : 48 192
Total Non-Farm Wage and Salary +190 | - =151 -561
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result of = loss of 75,100 jgbs due to the competitive disadvantage i
the city compared to the toﬁal metropolitan area and an offsetting increase
in 190,000 city jobs attributable to a favofablé industry mix in the
city. The total job loss for the city was 62,700 which was made up of
56,100 lost in the.wage and salary sector and the balance was 1o$t in
se1f~employment,.dbmestic, family worker and farm categories for which
no data was available.

In manufacturing, transportation, public utilities, and finance-
insurance-réél estate both the competitive and mix effects were negative.
Within the manufacturing category, moreover, there were industries in
which the mix effect was negative and sizeable--especially in food,
textiles, and apparel. The changing nature of labor supply in the central
city may be related to this result.

Relevance of Findings to All Large Cities

This review of the employment and industrial structure of the
Philadelphia labor market area provides not only the background for this
study, but élso a basis for relating its rrsults to the unemp loyment
situations in other metropolitan areas. A primary contention of this study
is that the performance of new businesses and their impact on sectoral
unemployment in a given labor markét is closeiy related to the industrial
- structure and éattern of growth, both in the aggregate and especially by
subsection of the metfopdlitan area. Thus, the dégfee to which the
Phiiadelphia-results will apply to others areas will be directly related
to.thé degree to which the ,problem of sectoral unemployment and the

factors determining the employment impact of new firms observed in

Philadelphia are duplicated. As the above analysis has shown, the Philadelphia

"7e
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rea .3 uncergoing the pattern ¢f changes in demograrhy. and industiial
aud spatial structure which have been noted as characteristic of metro-
polifan labor mﬁrkets; ' .

As a‘rough approximation, it is possible to restrict the group of
cities which the situation in Philadelphia fairly represents to a set
considerably smaller than that of all SMSA's. A recent study by Stanback
and Knight emphasized that manpower policy must recognize the differences
in industrial structure and dynamics among cities.8 Using 1960 census
data, the authors found the* these characteristics varied considerably
with a metroﬁolitan area's size and the function it perferms within the
national econo'.. In their analysis, Philadelphia's industrial structure
was found to have a comparatively larg: concentration of employment in
manufacturing, ranking in the ﬁop third of the 368 metropolitan units
studied (SMSA's and counties with cities over 250,000 population). Of
the thirteen SMSAs with populations over 1.6 million in 1966, four others
were found to have similar concentrations in manufacturing. Of ﬁhe re-
mainder, six were ilu the top quartile for four of six business or consumer

9, thus qualifying as "model type cities. The other

services sectors
two large SMSAs were classified "mixed" type. Philadelphia was placed
in this last category, rather than ménufacturigg because it had some

model characteristics (high concentration in three of the six service
sectors). The rate bf employment growth for the Philadelphia SMSA was

14.4 percent between 1950 and 1960, considerably above the median rate

10.6 percent for large manufacturing SMSA's as well as the 12.3 percent

8Thomas M. Stanback, Jr. and Richard V. Knight, The Metropolitan Economy,
(New York: Columbia University Press, 1970) p. 251.

9

Stanback and Knight, p. 128.
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median rate of growth for large model cities. Philadelphia's rate of
growth was stili well below the growth rates of most median size metro-
politan areas in all categories.lo

| :Information on igdustrial structure and size, as presented by Stanback
an; Knight is certainly important in tgiioring training and recruitment
programs to a metropolitan area's manpower needs. In order to plan demand
oriented programs, however, this information must be complemented with
data on the spatial structure of the area's industry and growth,.

Employment in the Philadelphia central city (Philadelphia county)

increased slightly‘during the 1960's. In the 1950's hoWevex, employment
in the central city declined by some 4.7 percent while the Philadelphia
SMSA experienced a moderate growth in employmeni. It is the central core
of the metr;politan areé which is of greatest concern in developing demand
oriented programs since most sectoral unemployment is 1§cated nearby
‘and it is the'a¥ea in which jobs will probably need to be created. Roger
Noll, in a recent analysis of employment distribution in metropolitan
‘areasll, found that two characteristics f‘ 231 ssociated with central
core decline were large size and an early date.at which.prominence was
attained. Noll's study found that during 1958-63 ten of the thirteen
most populous SMSA's lost employment in a group of industries consisting
of four major sectors = manufacturing, wholesale, retail and services
(exélusﬁye of govermment, public uvtilities, domestic services and pro-
fessions). Also, of the eleven cities with populations e#cgeding 300,000
in 1900, ten (including Philadelphia) showed declines in employment in

this same group of industries.

101psd, p. 152

llRoger Noll, "Metropolitan Employﬁent and Population Distribution and
the conditions of the Urban Poor', in Financing the Metropolis: The Urban
Affairs Annual Review, Vol. 4 (Sage Publications, 1970) p. 506.
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Noll points'out that the age at which the central core was developed
héé important implications for its attractiveness as a location for business,
A large number of the commercial and indust;ial'structure curreﬁtly standing
in the central area of the SMSA will date from this period. Philadelphia's
central core contains many buildings erected before 1900, These structures
are inefficient for many modern uses, thus contributing to the employment
problems in this section of the city. These older structures, primarily
due to tﬁe more intensive use of land before tﬁe automobile and truck
also make assembly and clearance of the size usually required for modern
enterprises difficult, expensive, and sometimes impossible without government ’
action.

The high density of work places énd residences found in the older
éentral cores'is likely to indicate a higher reliance on public transit.

This appears to have been the case in Philadelphia which has a subway

system and several trolleys which stiil operate.” Consequently the transporta=
tion system in many cities will influénce the success of programs aimed

at reducing high unemployment among central city residents.

The degree of racial segregation and the proportion of nonwhite
population in the city also affect the central cities' employment problem.
The'effect of residéntial segregation of employment 6pportunities in
Detroit and Chicago indicates that a greater degfee of segregation reduces
the employment opportunitieé available to the non-white;* Cities with a -
high proportion of blacks are therefore likely to have somewhat similar
employment problems among its residents in the core of tﬁe city.

The findings and policy recommendations of this study apply to those

SMSA's which most’ resemble Philadelphia in its industrial and demographic

*John F. Kain, "Housing Segregation, Negro Employment and Métropolitan
Decentralization' Quarterly Journal of Economics, May 1968, p. 189.
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characteristics. It is suggested that Philadelphia best represents those
large SMSA's whose centr;l cities were developed near the turn of the
century and which have relatively large, résidentially segregated ncn-
white population. Among these, SMSA;S which have a large concentration of
employment in manufacturing would besmost similar.

Such "new" cities as Houston or Los Angeles which were developed
in the era of the automobile present different problems in the urban labor
demand and supply since their central city building stocks are of more |
recent vintage and would present fewer obstacles to new firms. The
existence of high sectoral unemployment in these cities suggests that
'.perhaps the effgcts of racial‘discrimination and residential segregation
by race and economic status along with the geographic extensiveness of
the urban labor market are quite important causes of their high sectoral
unemplo ment. |

Despite the differences between Philadelphia and socme of the newer
cities the study of urban employment énd the role of new business provides
valuable insights to the unemployment problem in all cities. This is
because most cities, no matter their age or industrial composition face
many sﬁmilar problems. A high level of crime and physical deterioration
is characteristic of all of the ghettoes in the natioﬁ; The geographic
segnmentation of the urban labor market with a sevére mismatch between
labor supply and demand in some segments of the labor market is also common
in most cities. It is for this reason that.although many features of the

findings concern the Philadelphia labor market are also applicable to

all large urban labor markets.
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CHAPTER II
EMPLOYMENT IMPACT OF FIRM ENTRANTS, EXITS AND RELOCATEES

In any metropolitan area the population of business enterprises is
constantly‘changing. New businesses enter and some existing ones leave
the geographic area. The entry and exit behavior of firms is likely
to vary from industfy to industry with the number of entrants and exits
varying with the degree of competitiveness in the industry. The rate
of entry is also affected by the average capital.réquirements of firms
in the industry and fhe number of entrants is likely to'be inversely
related to the aﬁount of capital required. The capital étructure of
firms in the industyy is also likely to affect the rate of exits. If
an industry has a high rate of fixed to variable capital the rate of exit
of firms in this industry is likely to be relatively low.

The dynamic_flow of entranfs and exits includes firms which have

" changed their legal ownership status either by incorporation or by
séle and purchasé of businesses. This flow is presented diagramtically
in ,Qhart 2 and the relationship of this continuing process to job
opportunities~is depicted. The graphical presentation ;hows that there
are essentially two entry and exit flows. New businesses which consist
" "of new economic entities clearly constitute an employment increase
in the city-wide employmeﬁt. Similarly;'firms.which exit by moving to
a location outside the city or simpi& stop operatioqs'without selling
the business as a going concern reduce total city employment.
'The second entry-exit flow is not‘likely to have any impact on

employment since the unit of economic activity remains unchanged while

6]~
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the legal description of the firm changes. For example, a new business
which becomes an entrant by the,bhaﬁge in an established firm's legal
status either through incorporation, change in partnership or simply a
change in name of firm will not change the size of its labor force. The
business wﬁich exits by selling to new ownership is also not-expected'
to chdnge city-wide employment. It is of Eourse possible that in the
long run the purchaser of the existing business, and perhaps also the
changed partnership or business name etc., will lead to increased
output and conéequently more employment. It is equally possible that
the new legal entity will eventually change the method of production by
using more capital intensive techniques which may reduce the amount of
labor required. iﬁ any event these are 1ong-run.changes and it can be
assumed that in the short run the employment impact of a change in the
busineéses legal status will be mnegligible.

The decision to enter or exit ffom the city involves a choice of
geographic location as well as a choice of type pf industr&. Chart 2
categorizesthe geographic'possibilities intb the three b;oad groups of v
Central Business District, Nongheito or high-income and Ghetto ar low
income which are abpropriate for testing hYPOCgeses conéerning the geo-
graphié employment impact of entrants'and exits.

An additional feature of the dynamic moveﬁent of firms in a metro-
polifan area is the constant relocation of firms among geographic aréas
witﬁin the city. The net effect of these relocatees may result in a
differential employment impact in each of the three broad geographic

groups although there will be no change in totél‘city-wide employment.
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This sectoral impact should therefore be studied in any assessment of
the change in employment in geographic areas of the city. Finally, it
-is again emphasized that although the expansion and contraction of
established firms is largely beyond the scope of the present study,
thisz substantial change in total employment also has industrial and
geographic dimensions which will affect job opportunities in ghetto and
nonghegto areas both absolutely and relatively. In terms of total joB
opportunities it is indeed likely ihat the net impact of the expansibn
and contraction in the employment level of establiéhed firms is greater

than the net change produced by firms entrants and exits.

Employment Impact Hypotheses

The major hypothesis which is tested.in this chapter is that decisions
made by firms in regard to location results in an increase fn employment
in the nonghetto areas of the city and a decrgase in ghetto employment.
Several factors are likely to contribute to the acceptance of this hypo-
thesis. It is expected that more firm entrants, absolutely and propor-
tionally, locate in the nénghéfto areas gnd conversely more exits leave
from the ghetto areas. A difference in the average size of fimms will
also affect the employment impaét. It is possible that the number of
exits in any geographic area is greater than the number of entrants.
1f, howeﬁer, the average number of employees in the entrant firms exceeds
average number in the‘exit firms the ﬁet employment impact can be
positive. The aVerage size may of course vary by geographic area and

because of several factors, such as financial resources of entrepreneur,
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potential for expansion etc., the nonghetto entrant firm is iikely to
-be larger than the ghetto entrant.

The industrial structure is expected to vary by gebgraphic area
and it is hypothesized that proportionately more manufacturing entrants
will be located in nonghetto areas compared to ghetto areas. ‘A high pfo~
portion:of ghetto entrant firms are likely £o be in the non-manufacturing
sector with wholesale and retail trade likely to predominate. The daté
also permit this hypothesis to be explored.

Employment information on the firms which entered, exited and
relocated was collected for 1967. According to the city agency which
issués building permits to industry this was not a year in which there
was an unusual increase or decline in this type of building. It was
also close to the end of a period of general economic expansion but
there wés still‘no sign of we;kness in economic activity which might
affect the rate of entry and exit. The data on each tyée of firm are
presented in a comparative framework so Fhat the net differénce between §
entry and exit is highlighteda For the purpose of estimating the employ~‘ ;
"ment potential‘of the dynamic behavior of firms it is important to dis- -
tinguish between eﬂterﬁrises which hire a work force (one or more employeeg)
and those which have no employees and are essentially family-operations.

An additional distinction is made for firms which have relocated within

the city and their employment impact is discussed separately.
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Firms Employing A Work Force

New firms entering and leaving the city during 1967 are shown in
Table 11. The results show that there were some twenty-five hundred
legal entrants and about two thousand legal exits which constitute a net
city-wide increase of-a little over 400 firms. The entry and exit of
firms in any year is not widely distributed among>industries; most entry
and exit behavior is concentrated in the wholesale and retail trade
and service sectors with about 70% of all entrants and exits in these
indust-ial categories. Manufacturing firms and contract construction
each account for about 10% of the firms while finance, real estate and
insurance‘firms constitute.some 6% with transportétion, trucking and
nafural resource firms of negligible importance.

As discussed earlier the rate of entry and exit depends on several
factors such as capital réquirements, capital structure, degree of
.competition and ﬁuture profit expectations. The industrial distribution
of entrénts and exits in Philadelphia suggests that since both the
wholesale and retail trade and service sectoré are relatively competi-
tive and do not require substantial amounts of capital the importance
of these factofs in influencing the rate ?f-entry and exit is 'supported.
The geographic distribution of wholesale and retail traae firms shows'
that the Northeast, Northwest and Wesé Philadelphia areas received the
largest number of this type Qf new firms. However, when each area's
proportion of wholesale and rétail tradé entrants are compared to its | ‘ |
share of all entrants there is no éignificant differeﬁce between the

ghetto and nonghetto areas. The hypothesis that ghetto areas are more



J
™~
0

LI

109[ax yoTym 2soya puw (:

.1u3 ,,2TwOuod3,) uswioldms 3I99JJP YO IYM SWITI SIPNIOuUY

-drysaausmo smijy uy adueyd e Lquo

axo3yaxayl ausxiud ,,1elay,, ‘mwral ayg

39¥3eW 10QBY Ayl uY Joeduy

ucmsxoﬂnwo Aug 2aPYy JOU Op S3TX3d pUP SIUBIIUI JWOS .uuunwsu ucw Uy X3F[ILd PISSNOSTp se ‘Souys 2aideyd STyl Inoy3noayl pasn ST IULIIUI L1e337,, w193 ayy »
1561 Lore €IS | Tl LI | est Lv6 | 96 L1 9T 73 6€ seT | €92 vt [ 612 9 61 SBT3
. Jo -oy
1651} 001} £0%z] 001 8°sT N.ou 8°6 7°9 gLy | s'oy 8°0 .6°0 £ 9°1 L°01 6°01 9L 1°6 7°0 8’0 183013
. . . : qn¢
ThT 197491 sev [ 1781 rA 0°¢ 2°0 8°0 1°8 v°8 0 0 £°0 VALY 11 0°1 21 12 0 £°0 “TITYe
. i R - ASTILIION
9€E |6°91 | S6€ | 7°91 6°Y 0°s L0 01 T°8 %9 1°0 z°0 1°0 T°0 1 0°1 %1 $'7 £°0 . T°0 ‘vTIud
. ISOMYILCY
; 3 -—
es [6°% Lecl ) %°§ Lo (AN S0 €0 9°7 L1 0 0 1°0 1°0 6°0 FA 20 $°0 0 (A1) puo=yaTy
. pIcINUCI]
s61 {6°6 9wz |zoot | ¢1 | 1z %0 |[%0 s's | zvs g0l 10 €0| 20 6°0| 8°0: 80| %1 1°0| o 21743
— ) yInog
e (€792 S {972 €01 { z°0t 2T 9'T 0°L 0’9 0 z°0 1°0 70 97 8°7 6°1 €70 0 1°0 A37D
) 33000
tZc (1°11| 882 | 0°21 1 L1 %0 S°0 €79 8°S 0 T°0 £°0 T°0 T°T L'z S°0 0°t 0 o] ‘elrud
S I ulaoy
. 1 ,
6 0°S)] 801 | 'S°Yy 670 0" 1 T°0 Z°0 §'¢ 1°2 1°0 0 1°0 0 1°1 8'0 rA £°0 0 0] uspaeg
: Sujads
£0C [6°€T | 792 | 6°01 g9 ¢ 8°0 9°Q ° 9°L 6°Y €0 T°0 1°0 1°0 6°0 60 11 1°1 ) 0 ‘et
Asap
i % it % % % % % % % % % % % A % % % A (A
IIx3 juexjugz I¥x3 3Juexauy 31x3 aJueajudg 37X3 Juexaulm IFx3 aurvazuy 27X3 3uealuyg 3TX3 3Jueajuly I¥x3 3uexiul 3¥x3 3ueasuy
i . 203038
1e3ol S3DTAIRS 2383sY Tedy % apexl, T1e3oy Sursonay uoTaelxod guraniyoey U0T3IONIISUOD §393Nn059Y .
n. *s5ul *9dUBUTS 2 1psotony . . =Suway ~nuey 39133009 1eanaey piydeadodg
. ~ Al3snpul jJo 9dAL

40U0X  NIOMV OZNNOAQZH.meMQZHm
i , .

11.,°14%1

Ng - LIX3 QZ<.92@&HZE IVOAT 30 NOILAMITLSIA OIHAVIOOAD ANV IVI¥LSNANI

Q

Aruitoxt provided by Eic:

EE



likely'to receive this type of entrant is therefore not supported.

The geographic distribution of firms shows that the Central Business
Diétfict and the nonghetto areas usually experience greater entry and
exit activity than the ghetto areas. The geographic areas are o.
different sizes and consequentlj it is misleading to compare the areas.
by absolute number of firms entering and leaving. If, howevér, th e
number of firms entering.are compared to the 1968 total employment in.
each area the non-ghetto areas receive a.relatively higher proportion

-of entrants thaq the ghetto areas and the.relative importance of the
Central Business District declines significantly. Tﬁis result supports
the contention that for fifms hiring é work force:the.ghetto areas appear
somewhat less attractive to entranfs than do the nonghetto sectors in

the city. The geographic comparison also shows that there is a net
x

inflow of firms for each area except West“Philadelphia. In a period
of high general economic activity this exception suggests possible lo-

cational disadvantages for this particular ghetto district.
Vd

Size of Firms Eﬁtefing and Leaving

Table 12 pfesents the average number oﬁ employegs for both entrants
and exits by indusfry and geographic location.. A comparison of the size
of ent?ants and exits is'important.since the net gain in number of entrants
over exits which is characteristic of most‘geograﬁhic areas and indus-
tries"may be offset if the average size of the exits egceeds the average
of eﬁprants in any particular area.

The average size of all entrants and exits is almost identical, each
with about eleven employees. When the £i rms are classifiéd by industry

and geographic location there are significant differences in the size
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of the two groups of firms. For example, the average size of exits was
substantially larger than entrants in manufacturing and contract construc-
tion while in transportation, trucking, natural resources and to a

lesser extent services the entrants were larger. There were similar
differences when firms were compared by geographic area.. Exits were
larger than entrants in North and Northeast Philadelphia and in the
Central Busine;s District while the reverse was true iﬁ the remaining lo-
cations.

It appears that for many industries entrants are smaller and exits
larger iﬁ ghetto areas compared teo nonghettojlocations. This is espeéially
the case_for manufacturing industry. In thié industrial group the
ghetto entrants are smaller than the entrants in most nonghetto loca-
tions. In addition,'it appears that.the average size of ghetto exits
exceeds the size of nongﬁetto entrants by a fairly wide margin. This
is particularly true for North Philadelphia which is the largest ghetto
employmegt area. This suggests that tﬁe net employment impact of
manufacturing entry and exit behavior will be negative wiFhin.the ghetto -
sector of the city and positive in the nonghetto aréas. This finding
is particularly important since:the average nu@ber of eﬁployees in
<manuf§éturing entrants is about 25 while the average fér wholesale and
rétail trade firms is some 9 employeeé. The manufacturing exits also
tend to employ substaﬁtially more workers than do the exits from cther %
industries. | | ' o

There is probably an upward.bias in the average.number of‘empléyees
in all indusfrial and geographic categories in Table 12. This is because

the firms which have changed their legal status either by change of name
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or sale of business etc., are included in both the entrant and exit
estimaieg of employment. It is possible that the fifms which enter and
exit by this legal status change employ more wcrkers than entirely new
economic enterprises and as a result will raise thé average size of all
entrants and exits. From the interviews.conducted with the entrant firms
the available evidence sﬁggests that the size of this overestimaté in
average number.of employees is quite small and in any event it does

not affect the major findings since any overestimate appeared to be

randomly distributed.

Net Emplovment Impact of Entry and Exit

The data source did not distinguish between the two entry and'exit
flows previously discussed in connection wifh Figure I. New economic -
entities and firms which move to another lo;ation outside the city have
an employment impact while firms changing their legal status without
affécting the production of goods and servicés have no impact since the
firm's employment appears as an exit under th; old firm's name and again
as an entrant under the firm's new name. The employment increase of
the legal change of name entrants included in the entrant étatistics
is therefore exactly offset by £he employment decrease of the same firm
included in the exit statistics since thg cﬁange is only in ownership
status. Consequently, the net employment change is a reliable estimate
of the impact of the gain and ioss of entirely new economic entran;s
and exits from the city even though the total entrant and exit employment
obtained from the city wage tax records is an over-estimate of the number

of eﬁployees affected by entry and exit behavior.
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The net employment impact for firqs employing a labor force is shown
in Table 13. The total job creation resulting from the entry of new
economic units and the loss of o;hefs during 1967 is estimatgd to be about
| 4,000 jobs. This represents less than 0.5% of the city's 1968 total employ-
ment. This positive employment generating force, though small, is en-
couraging and if it represents a typical annual change is quite signifi-
cant at a time when the decline in importance of the city as.the ma jor
geographic location of job opportunities is currently being predictgd.

It is of course necessary to emphasize two qualifications. The relative
importance of entry-exit activity in reducing urban unemployment also
depends on the net changés in the labor supply available to the city which
in turn is influenced by migration, internal population changes an& labor
force participation rates. It is quite possible that the increase in job
opportunities created by firms entering and leaving is not.énough to
offset the increase in labor supply. 1In addition, net changes in the

level of employment in established firms, including the opening amnd closing
of branches of multi-establishment firmé,'are sf considerable signifi—
cance to the trend_in job oppdrtunities within the city.

The results show that the job creation effecf varies by type of in-
dustry with more than half of the net gain in jobs occurring in the service
sector. In fact the service and wholesale and retail trade sectors account
for over 80% of theé net increase in employment. Modest job increases are
traced to the remaining industries with manufacturing being the only
industry which experienced-a decline {a little less than 1,000 jobs) as

a result of the entry~-exit activity.
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The'geograpﬁic distribution of employment gains indicates that the
nonghetto locations gained considerably more jobs than the ghetto areas.
This was the case for absolute number of jobs as well as the relative
increase in employment as a proportion of the total employment in each
geographic section of the city. A second feature of the geographic dis-
tribution of the net employment impact was the relatively poor performance
of the Central Business District comparéd to the other nonghetto areas
despite the fact that the Central Business District accounted for about
177 of the totai city-wide increase in jobs. The results showed the
relative weékness of the Central Business District was particularly pro-
nopnced in wholesale and retail trade. This finding suggests that.
although the center of the city is still extremely important focal point
for this.industry there appears to be a decéntralization trend to other
parts of the city. The nonghettc areas alsé displayed some weakness in
their ability to attract and retain wholesale and retail trade firms and
consequently to generate new job opportunities in this industrial sector
This supports the view that the trend in urban population distribution
has attracted consumer-oriented industries such as retail ‘trade to the
" suburban ring in preference to the Centrél Businesé Distriét and nonghetto
areas of the city as well as the ghettoes within tﬁe central core.

No;th.Philadelphia was the only area which experiencgd an actual
decline in employment attributable to entry-exit activity in 1967. This
location showed declines in‘severai industrial categories but the largest
decline was in manufacturiﬂg which experienced a net loss of some 1,300

jobs. This is an important finding since North Philadelphia is an impor-

30
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tant manufacturing area of the city.‘ The apparent inability of the
inrer city to maintain a self-geﬁerating manufacturing economy has
important m#npower implications for inner city residents. The Central
Business District also experienced a similar weakness. The lack of job
creation in manufacturing is perhaps thé single most important finding

in the net employment'effect of firms entering and exiting.. The nature
of tﬁé job loss by type of manufacturing firm is explored in a latgr sec~-

tion.

Family Business

Many firms which ertered and left the city during 1967 did not employ
aﬁy workérs during the first year of operations. Some of these firms may
of course hire employees at some future time But for most it is likely that
the fémily will supply the labor required and for this reason they are
classified as family businesses or owner-operated firms. The number of
new owner-operated firms is surprisingly large; there were well over 5,000
such firms which is about twice as many és the entrant fi;ms Which employed
a labor force. During the same period about two thousand.owner-operated
firms left the city giving a net gain of about three thousand firms. As
shown in Table 14 almost 80%.of the eﬁtrants and exits are either in the
wholeéale and retail trade or service‘sectors with a V;ry low proportipn
in natural resources, transportation, and manufacturing. Contract con-
struction is a relatively important industry for new firms with over 600
firms, representing more than a tenth of all entrants; being registered

in 1967. Finance, insurance and real estate was also a relatively popular
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field for new entrepreneurs.

The family business entrants are widely dispersed anong the geo-
graphic areas of the city yith the ghetto and nonghetto areas each re-
ceiving almost the same proportion of both entrants and exits. A com-
parison of the geographic distribution of family business and firms with
a work force reveals an important difference. The Central Business
District which was relatively important for both entrants and exits em-
ploying a work force is proportionately much less important in the.geo-
graphic distributioﬁ of family businesses which eﬁtered and exited during
1967. 1In contrast, about 35% of all new family businesses located in the
two large low income areas of North.and West Philadelphia. In contrast,
only about 22% of the entrants with a work force chose these geographic
areas'in which to ;tart their business operations.

There are also imporfant,industrial differences between firms‘with a
work force énd family businesses. Family businesses are proportionateiy,
and in terms of absolute number of firms, more important in wholesale and
retail than are firméxwhigh enter the labor market. Almost one half of
the family business entrants and exits are in this industry compared to
about 40% for firms with a work force.. In cﬁntrast, manufacturing
firms are relafively unimportant for family businesses.

The employment impact of family buéinesses.is difficult to assess
because of-the problem of counting the contribution of members of the
family working for the firm. It is quite conceivable,.for example, that
in some industriés, especially retail trade, the.employment impact of an

- entrant or exit is two or more jobs since the spouse or close relatiwes of
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the entrepreneur works for tﬁe firm without being considered an employee.
Consequently, if each firm is allocated one job slot this would probably
understate the employment impact.

This underestimate is likely to be offset since many family businesses
may represent a second job for individuals regularly employed in a firm
with a labor force. In the process of developing a sample of entrants
and exits to be interviewed there was substantial evidence to suggest that
this moonlighting activity was most pronounced'in construction and some
types of service firms. In construction it appeared that for many entre-
preneurs it was not unusual for the skilled tradesman to work "for hiﬁ-
self” gt various times of the.year and when business was slow he wéuld
work for another firm in the industry. It was also found among.some new
firms in the business service industries that the entrepreneur was a
profeséionai employee of a larger organiéation and for tax purposes his
outside income from consulting and other work done in addition to his
~regular job was channeled through a business organization.

"On the assuﬁption that each family firm entrant and\éxit affects one
employment position the net impact is over 3,500 jobs. The magni tude of‘
" the employment generated by this activify is surprisingly large. The
importance of this in the labor market is of course of much less signifi-
cance since in several industries it is pnlikely that many new firms will
engage in confinuous activity throughout the entire year. 1In this sense
that net employment impact is an averestimate. It is .also possible

that there is an upward bias in the excess of entrants over exits since

there is less pressure on the family business to report that they have exited
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from business thaﬁ is the case for e#{ts with employees. The reason

for this is that family businesses result in negligible revenue from the
wage tax and consequently their exit is of little consequence to the
Revenue Department of the City. It is, however, clear from the findings
fhat a substantial proportion of the entry activity occurs in wholesale
and retail trade and a disproportionately large number of entrants locate
in the ghetto areas of the city. From a policy point of view this shows
an ease of entry for new entrepreneurs but it is of questionable long-
run advantage to ghet;o areas since the industrial nature ofgmést of the
new jobs generated makés it unlikely that there will be any Zuture in-
créase‘in the employment aésociated with these firms. 1In fmct, a high
rate of failure'is usually associatéd with néw family businesses and the
net employment effect of these'particular_entrants will probably decline

in the next few years.

-Firms Which Have Relocated Within the City

During 1967 many firms changed their location within the city. The

_employment significance of these moves dgpends on the distance involved '
in thé relocation of the firm. If the fi;m's opefations are moved several
blocks from their original location the labor market implications are
-negligible. On the o£her hand, a change in the site of operations'from a
ghetto district to a nonghetto:éTea perhaps five miles apart may have
considerable impact on the employees of £he firm. For this reason in a
study concerned primarily with manpower implications it does not seem
appropriaté to be concerned ‘with short distance relocations. For this

reason the total employment involved in moves within a sublabor market,

though of considerablé interest to problems of land values, availability of
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building structures etc., was not included in assessing the impact of re-
locatees.

The length of time the relocatee has been in business may also affect
the labor market impact of firms mbving. The interviews conducted with é
small sample of relocatees suggest that in some instances the original
address of the firm was only a temporary location and that it was always
intended that the permanent location would be selected shortly after the
firm started operations. The labor market impact of this type of relo-
cation is nof likely to be significant, however,.singe the vaét ma jority
of moves ozcur within the same sublabpr market.

The magnitude of the geographic flow in job opportunities among

.§ub1abor markets was obtained from a specia} change of address file pre-
pared by thi Cit& of Philadelpﬁia. The rgsulés cétegorized by industry
are shown i; Table 15. During 1967 some 5,000 firms felocated within the
city; most of these firms did not employ a labor force and their labor
.market impact is therefore limited. It is in fact likely that some of
these firms are operated out of the entérpreneur;s home and a change in

. residence also involves a change in the firm's location.

Thére'were about 2,000 relocatees with-a work forcé.and the geograpﬁic-
movement of these firms affected many employees. The total city-wide o
numbef of jobs affected by firms relocating.was 73,000‘wﬁich is about 8%
of city~wide employment. Relocation activity is éoncentrated primarily
in manufacturing, transportation, services and wholsale and retail trade.

The location of some 65,000 jobs was affected by the relocation activity_
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in these industries.

The important employment implications of firms changing their loca-
tion are reflected in the geographic areas of the city. The results suggest
that Center City is the area which in terms of number of employees
employed by firms moving into and out of.thg area is the most important
sublabor market. Despite the fact that over 80,000 workers .were employed
by firms =ither moving in or out of Center City the net employﬁent impact
was only an increase of some 200 employees in the area. In terms cf em-
ployment opportunities the net change rather than the absolutelnumber of
jobs involved in the relocation is probably a more significant statistic.

The ghetto areas all éhowed small net gai;s in employment due . to
relocation of firms within the city. Some non-ghetto areas also showed
modest increases in employment while others, the Northwest and Northeast
sectioﬁs of the city lost some émployment because of the relocation of
firmé. Firms which relocate within the qity-do not of course affect
city-wide employment but may havé a.slight impact on the geographic
distribution of jobs within the city. - | v

Since the study is cross sectional it is not possible to imply
definitive manpower conclusions from the findings. If it is assumed that
_the 1967 pattern of relocation of firmé within the city did not displéy
any unusual charaétefistics it appearé that the employment impact of relo-
catees will affect the total employment by sublabor market either by supple-
menting or offsetting the net employment impact of entrants and exits.

For a particqlar sublabor market a relocatee which moﬁes to the area from

another city sublabor market has the same positive employment impact as
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does an entrant fimm. .Similarly, the Telocatee which moves out of the
sublabor mark=t is like a firm exit. The impact of tﬁe relocatees in

. 1967 therefcre offset the neit encrant-=xit employment gain which occurred
in the Nortlwest and Northeast sublabor markets. In most other areas the
relocatees imcreased the employment generated by the excess of entrant
jpbs over exit jobs.

It is not éossible to discern any definite industrial pattern to the
employment changes in the geographic sublabor markets. For example;, in manu-
facturing where relocatees caused the greatest shift in employment the
nonghetto areas of South, Northwest and Northeast Philadelphia lost some
employment while Center City, Frankford-Richmond and West Philadelphia
gained. In wholesale and retail trade, Frankford-Richmond, Northwest and
Northegst Philadelphia lost jobs with net increases being_;egiétered by
Spring Garden and North Philadelphia. The only generalizafion which seems
to emerge is the rather obvious conclusion that for the sublabor markets
which lost jobs their net loss by firms felocating was primarily due to

a net outflow of jobs in manufacturing and wholesale and retail trade.

Entry-Exit Behavior Among Manufacturing Firms
The failure of the inner city to show é net increase in manufactgring
Jobs due to the enfry-exit behavior of firmé is consistent with industrial
_ employmen; trends occurring in metropolitan areas. -Since manufacturipg
usually accounts for more jobs in metropolitan areas than any other

industrial sector it is important to rectognize diff2rences within manufac-
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turing. It may be that soiv manufacturing industries are in fact expand-
ing within the central co:. «f the city despite the general decline in
. city-wide manufacturing =% . oyment.

The analysis of manmuizcturing firms entering and leaving a geographic
area is only a proxy for fr~e changes which may be occurring in the level
of employment among firms wsirich do not change their locational status.
It is recommend;d that tire =mtal population of firms in manufacturing
and. other industries be z* i“ed on a longitudinal basis over a period of
several years to analyze :zmployment trends in detail. In the ﬁeantime
.the following analysis of -the firms which enter and exit gives some insight
into the changes taking plaée in manufacturing within.the city.

The findingsshowed 445 manufacturing firms entering the city and
307 manufacturing firms lemving, resulting in a net gain of 138 firms.1
Tbis represents about a Bi increase based on the total number of manufac-
turing firqs in the city at the eﬁd of 1968. Standard industrial classi-
fications with the highest met gains in number of firms were printing
and publishing with a net gain of 45 firm;, fabricated metal with 25,
machinery with 21 énd elextrical machinery with -11 more firms. Both food
and leather had net loss=s of 8 firms each and in rubber and plastic the
number of exits exactly equalled the number of entrants, as was the case
for the chemical industry.

The sum of the number of firms entering the city and the number of
firms leaving the city in this period ié 752, which, on the basis of the

1968 total in manufacturing indicates that about 167 of this total were.

1This includes the entry of some 75 family businesses and the exits
of a similar number of Familiy manufacturing enterprises.

400



;- =85-

invplved in movement in or out of the -city. Even though many of these

entrants and exits were firms changing their legal étatus or involved

in the purchase of an ongoing operation it still represents a good deal
of flexibility and adjustment to qhanging economic conditions occurring
within the manufacturing sector in Philadelphia. f

The effect on employment of fhe entry and exit of firms into and
§ut 6f‘the cit& provides greater insights into the nature of those
movements and an idea of future employment prospects in manufacturing.

The net employment effect due to these factors was a loss of 941 jobs in
manufacturing industries) even though more manufacturing firms entered the
city than left it.

The.industrial and geographic distribution of the net employment
impact is shown in Table 16. The industries showing the greatest net
loss iﬁ number of jobs are the machinery aﬁd chemical induétries. More
moderate losses were experienced by the leather, textile and apparel
industries. These losses were notvwidely distributed émong the sublabor
markets of the city. The net loss in the'machinery industry was almost .
completely attribdtable to thé ghetto area of North Philadelphia and in
fact the Northeast and Northwest sectors of.the city showed small net gains
in number of jobs in this industry. Similarly, the decline due to
entrant-exit behavior in the chemicalsindustry occurre& primarily in
Cénter City with no part of the city making any noticeable gain in
employment. The loss of apparel jobs was mainly in Center City while
both North Philadelphia and Frankford-Richmond made significant gains in

this type of employment. The performance in the textile industry indicates
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that although North Philadelphia lost employment the nonghetto area of
South Philadelphia gained a substantial number of jobs.

Although there was an overall decline in manufacturing employment it
is important to notice that many industries within this sector actually
experienced net gains in the number of jobs. The gains were moderately
strong in electrical machinery, food products, primary metals and
fabricated megals. In addition, ghetto and nonghetto areas appear to
have benefited equally from these increases. ' ' :

The following conclusions can be drawn from the industrial and
geographic distribution of net employment effect of entrants and exits.
It is misleading to assume that all types of manufacturing are declining
within the city. Even in the inner city occasional exampies of expanding
manufacturing employment exist. In Philadelphia the nonghgtto areas,
except the Central Business District, all showed small increases in
employment with the sections outside but close to the central core Qf the
city showing a greater increase than the areas close to the perimeter of
the city. . _ .

In manufacturing there appears to be a trend towards-a larger total
number of firms within the city but w#th a smaller average size of firm
and consequently lower total employment. The average éize of exiting
firms was about 25 employees while fof manufacturing firms which entered
the average size was 15 employees. In addition, the percentage of exiting
firms which reported no employees was 21, while about 40% of the firms which
- entered reported no employees. These trends lend somé support to the
hypothesis that manufacturing in large cities such as Philadelphia is

shifting its orientation toward more specialized products to take
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. NET EMPLOYMENT EFFECT OF MANUFACIURING LEGAL ENTRANTS
. AND EXITS EMPLOYING A WORK i'ORCE
' Vest Spring | North [Center {South [Frankford {Northwest | Horthcast | Tolal
hila. | Garden Phila. City Phila. { Richmend Phila. Puila.
Food . {439 +51 +631 -14 | -42 -203 -36 +66 1492
Tobacco 0 0 0 0 0 0 0 0 c
Textile Mills 0 -10 -326 -26 +227 -4 =40 +18 -161
Apparel, Fabrics, -1 -8 +121 -466 -71 +309 -31 -22 -~169
Lumber & Wood: 0 0 0 0 +7 -18 +10 - 0 -1
Furniture & ) .

fixture . 0 +12 +12 -9 -1 0 -11 -34 -31
Paper & pzper ] : :

products -2 -2 -355 | +191 ~15 +23 +51 +182 +73
Printing & pub- . : .

lishing +19 -24 +18 -43 +5 +3 +5 -20 -37

" Chemicals 0 0 -51. | -908 -18 ] +50 -2 -929
Petroleum Refining | 41 +2 +12 +16 +7 +16 +13 +2 ~68
Rubber, Plastics -1 -2 -18 -72 -5 -2 +13 -1 -88
Leather -3 -5 -138 | -100+ -30 ~14 -16 <8 -31%
Stone, Clay, .

Glass, Concrete -2 0 -36 -4 | 0 0 -27 -22 -91

Primary Metals +3 +7 +50 +68 +29 +34 +16 +2 +209

~ Fabricated Metals -17 +12 -29 0 +31 4238 436 +33 4304
Machinery +6 -9 ] -1026 -90 -5 +3 +15 +63 ~1043
Electrical . . .

Machinery -1 -1 +191 -10 -5 -2 +19 +66 +257
Transportation 0 0 422 +26 -3 +25 -1 ~16 +52
Professional,, . R .

Scientific In-

struments - | +1 +1 4 | 427 +2 43 +2 +1 +41

" Miscellancous -3 | +18 +121 | +466 | -138 +20 - -7 o | 437
,  Total . -21 . | 455 -1298 -457 +79 4619 +51 +31 -941

et R 30 Rt AP et A e SR e v 3t
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maximum édvantage of their location gt the center of a region and in
cldse proximity to firms performing speciai functions for the region
with unique product needs. Conversely, the orientation is moving away
from supplying products of large demand which require production on a
large scale. Industrial classifications in which this effect was
particularly large were chemicals, in which the average size of exiting
firms were 47.8 employees while that of enfrants‘was only 5.5 employees,
and ma;hinery where exiting firms averaged 58.8 ewmployees and entering
firms averaged 3.2 employees. |

Such trends if tney continue are important‘for the development of
vmanpower programs in thé future. An industry characterized by large
firms with organized employment procedures affects labor market practices
différently from one in which the average firm is small'and hiring is

more likely to be on a personal, informal-basis.

Conclusions

The extent and nature of movement of firms into and out of the major
geographic sections of the city clearly shows that encouraging new busineﬁges
to locate in the ghetto is not the most ‘appropriate policy to increase
.employment'oppértunities within the ghgtto. - The results showed that in one
year there was a net increase (a positiﬁe gain of entrgnts over exits} of
some 400 firms. Almost 70% of thiS'nét gain in firms was from firms loca-

ting in nonghetto sections of the city; the remainder were divided fairly

equally among the gheito sections and the Central Business District.
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vGiven the number of existing firms in the ghettoes and the Central Business
District both geographic sectors of the city did poorly in attracting
new businesses. The high density of firms and the small geographic area
in the Central Business District explain its-reiatively poor performance.
0& the bthef hand no such explanation can be applied to the geographically
larger ghetto areas.
The entry-exit behavior of businesses resulted in an increase of
some 4,000 new jobs in the city. As a groﬁp, the ghettoes made no gain
in job-opportunities and in fact lost some 450 jobé while the increase
in jobs'in the nonghetto areas was about 3,800 jobs aﬁd some 750 jobs in
the Central Businzsss District. The employment impact did vary among ghetto
sections. of the city. The poor performance in the ghettoes was entirely
attributable to one éhetto which showed a ngt'loss of some 1,000 jobs:
The poor performance of the ghettoes was partially attributed to the much
smaller size of entrant firms and the 1argér size of the exit firms when -
"compared to firm size in the nonghetto sections of the city.
The industrial distribution of the change in the population of firms
; _ ‘ .
_.was heavily concentrated in tﬁe service and wholesale andu;etail sectors.
The comparative weakness of the ghetto areas was also evident in the entry-
exit behavior of nonman?facturing firms. The net increase in manufacturing
- firms was small although the average size of an entrant firm in this in-
dustry was much greater thah the size of firms'entefing other industriés.
_The small size of entrant firms; especially in the ghetto paradoxically

was not without some advantages. This finding seemed to support the
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hypothesis that the city and the ghetto areas in particular serve as

Yhot houses'" for new firms and products. This argument contends that

such firms are attracted by the availability in these areas of inexpen-
sive plant space in small - quantities. The central core of the city can
normally provide older structures which have been vacated by expanding
firms, and a wide variety of business services which the small firm can-
not easily or econoﬁically provide for itself. This area also affords the
small business with an efficient market for products where a large

number pf buyers can be reached on a face to face basis at minimal cost

in travél and time. Consequently, although there were some notable job

losses in the manufacturing industries of machinery, chemicals, leather,

‘textiles and apparel there were also some job gains from small firms in

specialized manufacturing industry.

A.substantial number of firws changed their location within fhe city
during thé year of the study. %iils change in the geographic distribution
of job opportunities did nét appear to improve the poor performance of

ghetto areas in attracting or retaining jobs. Similarly, although the

~

. ghettoes received a very high proportion of the net gain in new family

businesses’ (about 40 percent of net increase in the city) their role in
improving the employment status of ghetto residents is not encouraging.

This is because a particularly large proﬁortion of the owﬁer-operated

firms which locate in the ghetto areas are in wholesale and retail trade

and the prognosis for their future expansion is not hopeful. The evidence

\
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presented in this‘chapter all tends to‘point to the view that new businesses
while in some instances increasing ghetto employment are likely to
have their greatest impact outside the ghetfo areas of the city. 1In this
respect a policy which subsidizes new businesses ir urban areas is not
likely to result in a productive payoff by increasing employment of ghetto
residents. Such a policy must be highly selective by type of industry
and should probably be justified on grounds other than reducing high

sectoral unemployment.
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CHAPTER IIIX

OCCUPATIONAL STRUCTURE AND EMPLOYMENT CHARACTERISTICS OF NEW BUSINESSES

The information input necessary for urban manpower policy decisions
will be much more complete if, in addition to the number of jobs created
by new business, something is known about the nature of these jobs. The
characteristics of the new.firm's indu;triai classification has a major
influence on the nature of the job. It is also likely that features
of new jobé will vary depending on whether the firm locates in the
suburbs, the city or a ghetto area within the city, since the industrial
distribution of new firms will vary by geographic area. This chapter deals
with the occupational and wage structure of several g?oups of new firms
and also discusses the growiii in occupational employment during the eafly
years of a new firm's development. The racial characterisfics of employees
who work for new enterprises_are studied as well as the criteria and
method of recruitment used By new eéterpreneurs. |

Occupational Hypotheses

There is no well developed body of theory which discusses the re-
lationship between the location of the firm and the occupational structure
and other job features of the new firm. Lagor markgf theory, however,
does provide a framework which permits a serieé of hypotheses to be
suggested:

(1) It is expected that ghetto entrant firms for a given size will
have a lower proportion of its employees in the manageriél~professiona1
and clerical occupational categories than the nonghetto entrant firms.

The sizes of these two occupational categories are not likely to be

«92-
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gfeatly affected by the nature of the firm's product, except in in-
dustries such as banking and insurance wﬁlch are primarily white collar
in nature. The major factor affecting the size of the managerial and
clerical structure of new firms is likely to be the ability of the firm
to attract employees with the necessary skills and the size of the firm.
Since ghetto employment is apparently less éesirable than nonghetto
employment and ghetto firms are smaller in~size the occupationai structure
of ghetto firms is likely to have a relatively low proportion of their
employees in these broad occupational categories. qu similar reasons
there is likely to be a tendency for suburban firms to have a slightly
larger managerial—professioﬁal and clerical structureithan found among
fifms locating in the city.

(2) Salaries and wages in most occupational categoriés are likely
to be higher in ghetto firms compared to monghetto city firms and be
higher for all city firms compared to suburban firms. This tendency is
expected to be particularly strong for higher level manpower occupations
and white collgr jobs in which a high proportion of the job holders are

women. Research studies have shown that women with clerical skills are

. willing to travel a considerable distance and accept a lower wage rate

1 Consequently, ghetto

in order to secure employment in a nonghetto area.
firms will have to offer additional renumeration to hire clerical labor.

The residential pattern among managerial-professional employees is likely

to involve a substantial commuting distance from ghetto area. Therefore,

although these employees have a larger '"normal preference area' for

1
See A. Rees, "Spatial Wage Differentials in a Large City" in

Somers (ed) Industrial Relations Research -Association Procecedings,
December 1969.
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eﬁployment than other occupational groups it is necessary for entrant firms
in the.ghetto, which are likely to be located at the boundary of the
managerial employees' preference area, to pay a differential in salary
over the salary paid by new firms which locate closer to the center of
the employecs' preference area. |

The location of the supply of labor in a particular occupation in
relation to its demand will also affect the relative wages paid.to
employees,. If, for exampie, an adequate supply of labor which can per-
form'the skiils required in any occupation is available within the.ghetto,
then ghetto entrant firms may deviate from the overall tendency for higher
wages and salaries in the gﬁetto. Even in these circumstances, it is
possible for ghetto entrepreneurg to prefer nonghetto labor and be pre-
pared to pay a premium for this 1abor.2

(3) The ranking of occupations by wages paid (wage struéture) for
all grohps of entrant firms is likeiy to be quite similar. Despite

expected absolute wage differences among groups of firms for particular

. occupations, it is likely that differences in the ranking of occupations

will not be great. Because of the availability of labor supply it is

~possible that in the ghetto relatively low skilled océupations will have

a lower ranking than in the structure of wages among nonghetto entrant
firms.
(4) During the early development stage of new businesses (first

three years), it is expected that for most occupations employment oppor-

tunities will increase more rapidly in nonghetto firms compared to ghetto

2See Gary S. Becker, The Economics of Discrimination, The University
of Chicago Press, Chicago 1957
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firms. A.similar relationship between suburban and city firﬁs is also
expected though the employmént growth differential in favor of suburban
firms is expected to be relatively sﬁall.

Most new enterprises are small scale operations and dﬁring the first
few years the dégree of success in the new venture is likely to vary
substantially from firm to firm. Consequently, the growth rate in
employment‘will also vary considerably. However, some groups of»firms
are likely to fare better than others. For example, the growth rate is
likely to vary from industry to industry. It is also expected that firms
in some geographic éreaé Qill expand quidker than in othérs. 1In the
‘short run, small businesses serve their immediate local market. As a
result, firms in the suburbs and nonghetto areas of tﬁe city are likely
to be in an advantageoué geographic position since residgntial and
economic development has tended to be greatest in tﬁégé”aréasf Employ-
ment growth among new entrants is therefore likely to be higher for
honghetto and suburban firms during this.initial development stage than
for other groups of firms,

(5) The racial charactéristics of emplbyees in new firms are likely
to vary significantly among the varioué groups of entrant f;rmé. A
higher proportion of nonwhite employees will be found in ghétto firms
compared to nonghetto firms. Similax:/, there will be proportionately
more nonwhites in city firms than found in suburban firms. The proportion
of nonwvhites will also vary among éccupations irrespective of geographic
locations of new entrant firms. The proportion found in managerial-

professional and occupations in construction will be particularly low.

j11
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Within maﬁufacturimg nonwhites will also tend to be concentrated in
particular occupations whicﬂ reqdire only a moderate amount of skill
and where'entry r=strictions are not‘present.

(6) The fcrzmzl educational entry requirements for most occupations
in new businesses are not likely to be high. This is because in rela-
tively sma;l firms there is rarely a professional personnel policy
which formalizes training reduireﬁents for specifié occupations. In
addition, the number of applicants for jobs in newv firms is not likely
to be as large as in existing firms and there is therefore 1ess opportunity
to apply educational achievement as a seléction criteria; |

(7) 1In the recruitment of employees'for jobs in new businesses,
personal contacts are likely to be the most important type of method of
attractive potential employees. It is also exﬁected that city firms
wiil make more use of newspaper advertising thén suburban firms.

These hypotheseé which have been stated in very general terms
cannot be subjected to rigorous analysis which will yield definitive
conclusions. The small sample_of employees in many occupational groups
restricts the extent of comparati§e analysis possible. In instances
whe?e the number of respondents was small it was necessary to ﬁerge oc-
cupational categories to permit énalysis qf the occupational information.
The specific occupational categories used in the analysis are discussed
below.

Framework for Occupational Analvsis

The occupational information was collected through interviews con-

ducted with the entrepreneurs of 44 suburban entrant firms and 113 firms
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which located within the éity. Of the city entrants 29 were located
in the dgsignated ghetto areas énd the remaining 84 were from nonghetto
parts of the city. Since the new businesses had only been in operation a
little less than 3 years, the average number of employees in the firm was
relatively small. The average number of employees for the suburban entrants
was 29, for city entrants it was 26; for those located in the ghetto the
average size was smallest with some 22 emplqyees, while for firms in the
nonghetto city areas the size of firm was substantially higher with an
average of 37 employees.

In the interviewé, information was collected on the job description

"of each occupation within the firm. 1In éddition, the raﬁge of weekly
wage raté corresponding to each occupa&ion was collected. The number of
empléyees in each occupation at several dates was also obfained along

.with'the age, race, and sex of these employees. The details and format
of the specific interview question; are contained in Aépendix II.

The interviews resulted in occupational information covering some
4,300 employeeé in a wide variety of occupations. An occqpationél,code
was developed to present enough c;tegories of jobs so that significant
differencés‘in the type of work could be reflected‘ahd at the same tiﬁe
ensure that each item contained enough employeés to allow comparative
énalyéis by geographic location of the entrant firm.

As a first step each occupation identified by the interviewee was
classified according to the three digit Dictionary of Occupational Titles
(.0.T.) based on the job title, joﬁ description, wage rate, and in-

dustrial classification of the firm. From the range of D.O.T. numbers
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of occupations in the survey it was decided to reduce this range of 22
occupafional categories. The specific D.0.T. numbers cdntaiﬁed in each
of the 22 occupations used for analysis are presented in Appendix V.
Tﬁis list of 22 occupations formed the basic unit for the occupational
analysis contained in the study. For some parts of the analysis in order
to achieve a general description of the data tﬁe 22 occupations.are re-

duced to the 7 major occupational categories as shown in Table 17.

Occupational Structure of New Businesses

Tablé 17 presents the occupational structure for the employees in
city and suburban entant firms. A comparison of the occupational structure
in both types of firms reveals that suburban firms have a higher pro-
portion of émployees in managerial-professional occupations than do the
city firms. The difference between the two types of firms is parﬁicularly
pronohnced for professional occupations; the proportioﬁ of eméioyees
in this category in suburban firms is three times as high as in city firms.
There is also a higher proportion of suburban employees in clerical
occupations, esbecially in accounting and business machine.Operaéion
occupations. ‘

These findings provide some support for the h§p6thesis'that suburban
entrants have a higher.proportion of high'levei_manpower in their employ-
ment structure than do city entrants. Tbe larger average size of- the
suburban firms may be a partial explanation of this result although the
managerial occupational hierarchy is usually regarded as a fixed cost of

operations and is therefore considered part of the firm's initial invest-

ment. The proportion of professional employees in a firm's occupational

“ ) | . 114
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structure is, no doubt, partially a function oﬁ the type of industry.
This may explain why the sample of suburban firms had such a‘high pro-
portion of professional employees compared to firms in the city. 1In
tﬁe chemical, petroleum, rubber, leather industry group there were
some 13% of the suburban entrants compared to 2% for the city firms.

In the category designated electrical, transportation, equipment,

'instruments, which is also likely to require a highly skilled labor force,

there were}9% of suburban respondents in centrast to only 2% of the city
entrants. However, even if the professional employees are considered
éepara;ely from managerial employees the suburban firms coﬁtinue to
have a higher proportion of managerial employees.

The remaining differer-es in the occupational structure of the two
sampleé éf entrant firms are probably closely related to thé industrial

structure of the two groups of firms which was presented in Appendix I.

Suburban firms have a higher proportion of employees in sales, especially

in sales jobs in retail food and drink. This is to be expeéted since

a much higher proportion of suburban entrants were in whoiesale and

retail trade than were city firms: In the service caﬁegory of occupations,
the city éntrgnts héd a relatively high proportion of employees in the
building service type of jobs.

In the broad occupational category of operatives and craftsmen there
is an important difference between the two samples of firms. In the city
a very large proportion of the employees are concentrated in the textile
and textile fabrication occupations while in the suburbs many employees

are in the machine. operator and repair, and benchwork occupations. This
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reflects the fact that about 157 of the city responden*: were in the
textile énd apparel industries and some 207 of the suburban firms were
in the machinery and electrical industries. It may be speculated from
this finding that new firm skilled and semiskilled jobs in the city are
likely to céntinue to be in industries which have traditiomally located in
the central city where it is possible to establish an operation on a site
which does not provide allarge amount of space. 1In contrast, the skilled
and semiskilled jobs created by suburban entrants are more likely to
be in industries which require considerably more space for their cpera-
éions. |

The ghetto-nonghetto comparison of occupational struéture, shown in
Table 17, suggests that nonghetto firms have a larger managerial-pro-
fessional group of employees than the ghetto firms. The difference in
averaée firm sizes, with the ghetto firms averaging 22 employees and the
nonghetto avefaging 37 employees,.may account for the diffe?ences in
the1managéria1-professiona1 hierarchy in the new businesses. The remaining
différénces in occupational structure are probably related to the in-
dustrial compositioq of each groué of firms. The nonghetto firms; and
these include firmé iﬁ center city, have a higher proportion of their
émployees in sales jobs égpecially of the retail food and dfink type.
Among jobs in the service éector a higher proportion of nonghetto firm
employees were in building service 6ccupations than in personal service
jobs. ’

In the operatives and craftsmen category there is a good deal of

similarity in the relative importance of the specific types of occupations.
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For example, in ghetté areas over two-fifths qf the employees in new
businesses are in textile fabrication occupations whkile for ﬁonghetto
about two-fifths of the employees are either in textile fabrication jobs
or in textile jobs involving the production of the basic textile material,
The hypothesis that a higher proportion of nonghetto employees are
in occupations in the managerial-professional hierarchy is supported.
However, as in the case 6f the similar hypothesis discussed in the city-
suburban comparison this conclusion must be considered tentative sincé
the size of the sample of ghetto firms is quite small.aﬁd‘the theoretical
basis of this hypothesis is not entirely clear.

Wages and Salaries in New Businesses

Tab;e 18 presents dgta on the average weekly wage for each of the
occupaﬁional categories for city, suburban, ghetto and nongﬁetto city
employees.. In the éity-suburhau comparison it appears that city wage and
salaries are slightly higher than for suburban entrants. An exception
to this trend is found in some clerical and construction o;cupations
whe?e éuburban employees had a higher average weekly salary.

Based on the weighted averag%3 for the broad occupational category
it was found that ﬁénégerial-professional salaries in Ehe city were about
10% higher than in the suburbs. In the suburbs professional employees
were paid slightly more than‘in the city but for the managerial types‘
of jobs the differential was substahtially higher in the ci;y."Differences
in éélaries for similar jobs are a function of the supply and demand

for the particular skill including some estimate of the employees' normal

3The weighted dverage wage for the broad occupational groups is the
average wage for the component occupations .weighted by the number of em-
ployees in each component occupation divided by the total number of
employees in the broad occupational group. :

118



-103-

*pagp InySuruesw mvﬂroum 03

1Ivus oo3 sasuodsax JO Ioqunys

08 11 16 8¢ 96 1¢ ) 6L JUTTPUBH [BFI23B ? SufFseddud
8 6¢ 901 o¢ 121 o1 0il oY uoraBiz0odsueay
0% . 88 1€ 611 Buyipuey sSIeTANIWI
802 vz L61 0s 121 L . 651 LS UOT3IONAISUL
211 8 (81 1% 611 9 €51 vl - NaoM TevaAnzon
(43 68 €1 cot pa3IBIay UOTIONAZ .Y
ce- 1 111 86¢ YA 8€T 711 9¢8 9TTIXD]L UoTIELdTIGRT . |
0Tt 8 L8 1€ o - L8 1€ afeday R uoraIEOTIqR]
811 Z6 evl 1 L9 v SiT 09 jaosayouag Teisudh
“-- - 201 66€ (A A %01 0% S9TTIX3TL
8z1 S - - - - - ~- *yoe}] VOIS ¥ pooM
- S TA e LA 6 et €€ 8utjurag ¥ xodeg
€€ 8%l €S1 6% TA 61 091 29 X3eday B °12dQ *YowH
£l I3 86 A 1849 £2_ €01 691 . Supssod01g TvIAN
61¢ 9921 - 1€€ L6ST usws3Jyel) R sanrjeaadp
001 - 61 €L 612 LL VI4 cL €9t 991Ax9g 3urpiIng
09 L01 %6 fvay el 9¢ 66 6L1 90TAI9§ TrUOSAR]
921 29¢ 09 Y aoTAa12g
%6 6L€ Sl XA - . T 9Z 621 MUTIg ® pood TFe3dy
G8 9z _ €0t 199 98¢ f44 SHe g€l po38Idy S3TBS R SaIrS
coy . 74 ’ 4T L9¢ sates
06T i L01 8%y LL %1 %01 Z9 I®oF1921D 3ueld
86 19 111 £r 871 L Y11 oS *dp *yoep °sng R 300y
11 £9 001 611 06 f14 L6 it T¥OTIATD 9273IJ0 TeIdUd)
8¢t 012 9% 962 18972910
€8¢ rds 192 11 ¥ Y 20¢ 911 Texauan a3y
991 12 c02 A * 4 £92 Wy 153187 09dg ‘upupy :aSu’
802 szl 881 . 6L 291 aa 181 16 TeuoIssajoag
y 861 €€ - 81 162 TBUOT 589303 J~TRTI23BUEH
(897°1=N) (16%°Z=N) (wTe=N) (ST0°¢€=N)
$ uy °8ey  *ydujm ¢ ur 988M * 1dwy § up °3epM ¢ 1dugz § ur 23sM e 1dug
; AT3o9M a0Ay  JO °*ON  AId99M °IsAYy JO °*ON A1%eoM *x9Ay  Jo °*oN L1994 °aoay Jo °oN dnox9 1vusT38dno30
: smATI 0333y3uocy SWITJ 0329YH

suxrd £330

-

sUXTJ uvqangng

VIV NVIITOJOYIZN FHI NI SISSANISNd MAN J0 TWALOAYLS FOVHM

81 TIAVL

O

Aruitoxt provided by Eic:

E



-104-

preference area for employment. In addition, certain institutional
factors such as seniofity or age of employee will influence ghe rate of
pay. On the whole, suburban man&gers tended to be slightly youhger

tﬁan city managers; managers in administrative specialities were quite

£ bit;youngér with a differential of some eight years. This may account
for part of the salary difference in the mapagerial-professional category
but since the manager: administrative specialist.occupation accounts

for less than 2% of employees in both the city and the suburbs it is not

expected that the difference in the age of these employees is significant

'enough to affect the general conclusion that managers and professionals

are paid more in city entrants than in new businesses in the suburbs.,

Clerical salaries were about 7% higher in-the suburbs than in the
city. An exception to this was the salaries paid in accounting and

business machine operator occupations which were paid more by the city

entrants, However, the suburban firms paid more than city firms in the

‘o'her two clerical occupations. An age differential between the groups of

empioyées is unlikely to affect the finding since the average age of the
employees in both the city and suﬁurbs was quite similar’ for each occupa-
tion and.the differéntial in average age was rever more than four years.
In the broad occupational group which includes the sales occupations
the city paid substantially more than the suburbs. The differencé in one
type of sales occupation,.sales and sales related, 'is so large that it
seems most 1i -ely that the jobs in the city in this category are in a
different'industrial category than similar occupatio@s-in the suburbs

with the city jobs being much more technical in nature.
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Despite the general finding that wage and salary rates are higher in
the city than the suburbsnit is important to note that in sales occupations
of the retail food and drink éype the city actually paid a lower rate
tﬁan the suburbs. The larger supply of unskilled labor available in the
city probably explains this finding.

In the service category the weighted average salary in the Eity was
higher thgn in the suburbs. For personal service occupations the city
rate was substantially higher than the subufban rate. The reverse rela-
tionship existed for building service occupations; the lower city rate for
tﬁese jobs 1is likely to be a function of.the'relativelyuadequate supply
- of manpowér for this type of occupation compared to the lack of supply
in suburban areas. Thg weighted average salary for operatives and crafts-
men ‘occupation was also slightly higher for employees of city entrants than
among subqrban entrants. However, lack of wage data for some gocupations
'within this broa& oécupational group re;tricted the extent to whicﬁ it
was- possible to compare snecific occupations. A

In construction-related occupations thére was little overéll
difference in the weighted average salary paid by firms in each geographic
area. " In the_struétuxal occupations.the city e@ployees were péid ﬁore than
_the suburban employees. The opposite result was found fof construction
occupations. Lack of information on the specific nature of construction
" jobs does not permit the higher rate in the suburbs to be explained in
terms of relative supply of semiskilled labor available in the city and
suburban areas. In.the materials handling cccupations the city employees
were paid substantially more than suburban employees. This finding

\\
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supports the general tendency for city entrant firms to pay higher salaries
than entrant firms in the suburbs.

The éhetto-nonghetto comparison of salaries by occupation group,
aléo shown in Table 18, indicates some similarities with tﬁe city-suburban
results. In this case the ghetto entrants tended to pay higher wages
and salaries in all broad occupational groups except clerical and construction
related. Professional employees were paid slightly mdre in the nonghet: .
areas however, the size of the sample c¢f gheﬁto managers is too small
to be confident of this corclusion.

The weighted avérage salary for all clerical occupations was about
10% lower in the ghetto than in the nonghetto. The difference was most
pronounced in plant cleyical occupations with nonghetto firms paying
.some 30% more than ghetto firms. 1In contrast, the ghetto fi;ms paid
more than npnghetto fifms to employees in accounting and business machine
operation. Age differentials in the emplpyees in the two groups of firms
&id not explain these differentials in salaries. |

Iﬂadequate wage data within the sales occupational category restrict
the comparison possible. 1In sales and éales rel?ted occupations the ghetto
.empioyees were paid éubstaﬁtially more than nongﬁetto employees. An
age differential between the twe groups of employees may account for part
of the difference but the major explanation is probably in the technical
nature of the sales jobs in ghetto entrant firms.

In both the service and materials héndling occupational sectors the
ghetto employees were paid substantially more than nogghetto employees.

By a similar magnitude the ghetto firms also paid more to employees in the
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major group of operatives and craftsmen. This was true for all occupations
within the general category except generél benchwork occupations. In the
occupatiéns within the construction related category the relationship was
reversed with the nonghetto firms paying wages about AOZ‘higher than the
firms in ghetto areas. This suggests that there is a substantial difference
in the type of work performed by the construction firm wﬁich stafts opera-
tions in the ghetto compared.to construction firms in other geographic
areas. Pe?haps the ghetto based firm concenfrates-on repair and renova-
tion work which requires a lower level of labor skill while ti. r.onghetto
based firms do more basic types of constrﬁction and require a more highly

-skilled labor force of tradesmen.

Emplqymeﬁt Growth During Development Stage of New Businesses
‘The.percentage increase in employment in each occupatién for the
first few years after the new business was established as shown in
_Table 19. This is,-of course, only a very rough measure of each group
of firm's performance since growth in employment is a funcﬁion.of the
employment base which each firm has at the start of operations as well
as the economic climate faced by firms in particular industries and geo-
gréphic areas. Somé entrepreneuré may refrain from entering a new business
until they have considerable capital to invest. As a result, the initial
scale of production may be quite large and_little expansion of activities
lanticibated during the first few years of operations. Consequently, ﬁide
varjation in rate of employmer’ explansién is to be expected. The

existence of 1arge'differences in average employment increase between

groups of entrant firms is not expected and if such differences occur

. 123




.nomw Ul paaty s99fo7dwd Jo JIaqunu [Iewe Y3 03 ¥[quianqiazie AIrasuwrad 87 STY3 3Inq 28av] L1324 sBM I58IADUT B¥eIUILIAIx

—-— =-- 12 FA -- 11 : 2 8¢ o1 1¢ ] 6L  BUrlpueH [videiel 3 duisenoed
61 §°ST ¥1 11 g- 6¢ o1 0g ¥1 ot . o _ : uotaeazodsuer]
. 05 g8 _ 1€ 611 SuripueH SsTeT123e]
Y L1 661 6 LY " 0 0§ ¥4 L A LS : Uuo0T3IdNIISU0D
21 €1 91 01 S 8 Y . 6€ 91 9 S LS 3I0M TeANIONIS
FAS 68 - €l ) 701 ~ pe3eldy uoTIINIISUOD
1 At s* L1 1 44 91 s 866 8€T 91 T o9gg 9173IX9L UOT3IEITiqed
L1 1 1 - 0 8 * 1€ z6 . -- * 1€ - ateday 9 uoraedTagel
ST 81 ST 81 T . 26 6 61 . 1 1% 1 09 _ jIomyduag TeI2UDY
-- - € S°L - -- : 181 66€ €€ [4 6L1 0% $2113IX3L
-- - -- - 0 S -- -- -- .- -- ~~ *yoel 2u03§ 3 poop
11 8 Al 9 8 S < VT4 o A/ 6 ) 154 €€ Sutlurag ® aadeg
€ L . 6 S 9L 8hl . 4% Y oY 61 - 0¢ 89 ayeday § °x8do *yoel
9 6°S1 6°61 '/ 12 Ly 0 941 9L X4 : € 691 . 8urssavoag Te2al
. 61¢ 29T, : _ Ice - . Z6StT usws3yeID ¥ S2ATIEIAd
o1 z z 91 zi 61 : 0g9 612 s 6 %2 LEZ £ 93F7A395 SurplIng
L \j L € 91 01 . 6% A : 6S 9€ Y ) 6L1 <H 99TA13g TBUOSIag
. 9Z1 79¢ 09 (44 o ?3TA13§
8 61 . €1 661 ST 6L€ el . LT 0 A 6~ 621 T4  surig » pool Tre3=y
L1 11 (1) s1 0 . 9z 12 - 911 L & 81 11 S pe3eldy §91BS ® SITES
_ coy . €ve 13 _ . L92 soles
L1 %1 S L1 L1 0 1 S -8y I > 91 K/ 29 12511910 3ueld
S 01 8 91 %€ 19 . §¢ €Y L L 4 0S . *do °yoeR °sng R °Iddy
6 9 S €1 1 £9 : LS 611 11 st 8¢ Wi 18972313 997IJ0 eadud)
8cl . 012 9% 96¢ 1e9TI91D
G°¢cl 6 11 6L € 43 N ¥4 14§ SET. €€ Y 12 911 Teaauan a8y
6°¢cl S 9 661 € 12 _ %S h 0 rA 8% Y 3sTTeIoads ‘utwpy :a8Y
4 € Y Y S11 szl A4 6L Ly 1 ) 601 16 : - 1euorssajyoag
861 e 81 162 1BUOTS63701g~TeTIa3vUE)
IYIUON 033JaYyH 03J9Y3UON 0333Yy9H . A
258310 : 958210 69-L96T  (89Z°1=N) 69-2961 (T6%°e=N)  69-L961 (%25=N) 69-L961 (S10°£=N)
~ul uaufold «ul Juwewfold 3Juawlolduy uy * 1dwy juawfoTduy uy ¢+ 1dug juawfoTdugy uy e duy juaukotduy ug e 1dug : .
n3 Aq wotled «wy £q -uoried 9SBAIOUT JUIDIIJ JO *ON 9IS®IAAOUT JUSDIII JO °*ON ISEAIDUI 3JuUa0I3I JO °*ON  9S®IIOUT JU3dAag JO °ON dnoxs 1suciiedn2dQ
=30 JO jusy =30 JO uwj ‘ . sqanqug 0333y3uoN 03339 N L3710

VAV NVIITOJOYIIN NI . -
SASSANISNT MEN JO FOVIS INTWIOTIAZA ONINAA ASVANONT INZWAOTIWH | ’

61 TIEAVL

IC

Aruitoxt provided by Eic

. o

E



~ -109-

it probasly indicated differences in the short run employmeﬁt potential
bf various groups of new firms,. |

The results show that overall rate of growth in employment is
slightly higher for city entrants than for suburban entrants. The occupa-
tions which expanded most rapidly during this two to three year gevelopment
stage are.not the same for gach group of firms., For city firms the
largest increase occurred in the occupational groups of fabrication and
repair. building services, textiles, and professional employees. 1In
contrast, the suburban entrants appear to result in the.greatest expansion
among fabrication, textile and professional jobs,

The lack of consistency in occupationl growth between city and
suburbaﬂ firms is shown by the marked difference in the ranking of
occﬁpations by growth for both groups of firms; In fact, the rank
‘correlation between the two rankings shows thaé there is virtually no
_relationship in occupational growth. The rank correlation value is .08,
sigﬁificant at the 23% level of confidence.

In the ghetto-nonghetto compa. ison the'occupatibnal employment growth
rate is much greater for the nonghetto firms in most types of occupations.
However, it was also found}that the ho:ghetto occupations expériencing
the greateét growth were different than the ones which expanded most
fapidly in ghetto firms. The greatest growth in nonghetto firms' occupa-
tions occured in fabrication and repair, building services, textile, and
" professional jobs. 1In contrést, for ghetto firms, fabrication, textiles,
metal processing, and personal services were the occﬁpatiéns_with the

greatest growth. There was virtually no similarity between the occupational
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rankings for ghetto and nonghetto firms. The rank correlation showed

a very low negative relationship (value of -.09 at the 66% level of

confidenée), which means that whenever a relationship did exist those
oécupations which were ranked relatively high by one group of firms
were generally ranked low by the other group.

The degree of similarity in the ranking of occupations by gfowth
rate did increase somewhat wﬁen the major occupational categories were
compar"’' as shown in Table 20. The city aﬁd éuburban rankings resulted
in ‘a small positive‘raﬂk correlation (value of .21, significant at the

70% level) with the managerial-professional category shoﬁing greatest

. growth ‘and materials handling the slowest short-run rate of increase

in employment. A larger positive correlation existed for the ghetto-

nonghetto rankings with a rank value of 0.4, significant at the 83%

level. The managerial-professional employment again was one of the largest

growing sectors with materials handling and sales occupations growing

least rapidly. However, it must be concluded that even among broad
occupational groups there was no great similarity in expansion rate of
employment among new businesses ih diﬁferemt geographic areas.

| Despite inconsistencies in the short-run'occupational growth
pattern of,&he.various groups of firms, the results suggest some important

implications. The relatively higher growth rate of the managerial-pro-

fessional category is mainly attributable to the .rapid expansion rate for

professional employees. It ar~--vs that for most groups of firms the
size of the managerial labor force is part of original investment decision

of the new firm and does not expand rapidly in the early development stage.
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TABLE 20

COMPARISON OF EMPLOYMENT INCREASE DURING DEVELOPMENT PERIOD
OF NEW BUSINESSES IN THE CITY AND THE SUBURBS FOR MAJOR
T OCCUPATIONAL CATECORIES

Rank of Weighted Mean Rate of Employment Increase

-=~tajor Occupational ' Metropolitan Firms i City Firms -
: City Suburban - Ghetto _ Nonghetto
Category Entrants Entrants Entrants Entrants
.?ﬁanaéerial—Proﬁessional 2 -1 I .2 2
_Zlerical 4 4 .6 '3
Sales | - . S5 6 7 5
“Service | .5 3 1
—speratives and Craftsmen 3 -.5 | i | &
—Sonstruction Related 17 _ {_2 4 :.6-
—iaterials Handling 6 é ‘ 5 - 7

I

!
!
i
T
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Early in ﬁhe new businesses' development, however, highly skilled manpower
which brings professional skill and knowledge to the new entérprise is
reduired and proportionately this reéource becomes more important in
the firm's occupational structure. This tendency appears much more pro-
nounced among suburban and nonghetto city entrants than it does among new
businesses ‘in the ghetto. Thgre are, of course, other occupationél
categories which showed more rapid rates of expansion than professional
employees, for example, fabrication and repair, textiles, building services,
but.these increases tend to be concentrated in one group of firms and
growth is to be expected if ﬁhe firm is successful.
The generally higher rate of increase among city firﬁs compared to

suburban éirms is partially explained b& the smaller average size of
firm in the city. Such an explanation does not apply; however, to the less
rapid growth of ghetto firms compared to all otﬁér groups of firms. The
ghetto firm has a substantially smaller average number of employees than
the ﬁonghetto firm (22 employeés for ghetto entrants and 37 for nonghetto
city entrants), and any increase in ghetto employmenﬁ would appear

- proportionately quite large. It therefore appears that the ghetto
entrant does not increase employment opportunities very rapidl& during
the first few years Qf Operation.. This finding has obvious implications
for any public policy which deliberately directs financial assistaince
to ghetto enterprises.

Racial Characteristics of Employees in New Businesses

The proportion of white employees in each occupational category for

the city and suburban firms is shown 'in Table 21. 1In additjon, the

Q ) L ) 128 |
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significance of the difference between the city and suburban proportions

for each occupation is indicated as either statistically significant or
nonsignificant based on the Chi Square test at the 90% level of. confidence.

The proportion of nonwhites in many occupational groups is quite

'high. Unfortunately, no data was available to compare the proportion of

nonvhites in a sample of existing firms stratified by industry and loca-
tion in the same ménner as the entrant samples. The results intuitively
éuggest that nonwhites are employed in a slightly higher proportion of"
total employment in entrant firms than in existing firms,

Tﬁe propoftion of nonwhite employees varies considerably from occupa-
tion to occugation. Nonwhites find employment much more frequently in
the sérvice, craftsmen and operatives, construction and materials handling
occupations than they do in the managerial-professional, clerical and sales
éccupétions. They also occupy a higher proportion of jobs in ;ity firms
than.in suburban firms. There is a significantly higher proportion of

whites in suburban firms in the broad occupational categories of managerial-

‘professional, sales, service, operatives, and craftsmen and materials

handlings. In some of the more specific occupations within these broad

types of jobs there is no significant difference in the proportion of white

employees and for a few occupations there is a significantiy higher

proportion of whites in the city firms. However, the general tendency
is for the suburban firms to have proportionately more whites than the

city firms. If the metropolitan areas was a unified labor market in

'which the supply and demand for labor operated under perfect market

conditions so that ability to perform the work was the only criterion

130
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, .

for entry.into‘the employment position, then although a higﬁer proportion
of whites may work in the more highly skilled‘occupations, tﬁe rank of
fhe occupations by proportion of white employees for both groups of firms
should show a high positive correla;ions. Table 21 shows that the
rankings are duite dissimilar and in fact there is statistically no
relationship between the two rankings (rank correlation value of .09,
significant at the 66% ievel).

The imperfections in the metropolitan labor market which the data
indirectly suggest may occur on either the demand side £hrough employer
_restrictions on hiring, 6r on the supply side because thg suburbs are
oufside the black workers' normal preference area for employment. No
matter the reason, it is clear that the geograp&ic location of new entrant
firms.haé a differential effect on the potentiai employment opportunities
of blacks énd whites. .

The compérison of ghetto and nonghetto entrant firms, st 'm in Table
22,.also suggests different racial characteristics in the oct ational
structﬁre of both groups of firms. There is a higher propor ion of whites
employed in nonghetto firms especially in the broad occupat:onal groups
of clerical, sales; and service jobs. Within each broad ocgup;tional
category there are importént variations among the more specific occupations.
For example, in the ghetto firms the managerial hierarchy is almost
exclusively white even though some of the ghetto firms were ownéd by
black entrepreneurs. Similarly,.of the élerical jobs in ghetto firms
only in the plant clerical occupations did black workers predominate.

Employees in accounting and business machine operator occupations were
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all white'even though the firm was located in a ghetto area.‘ This
suggests the possibility of a lack of indigenous skills within the ghetto
for some types of jobs and as indicated in the discussion of occupational
wéges the salary paid to accounting and business machine operators was
substantialiy higher in the ghetto than in any other geographic area.
On the basis of the small number of responses the tentative canclusion
that a premium is frequently paid by ghetto firms to attract some types
of labor which are not in adequate supply in the immediate geographic
environment of the new entrant.

The correlation between the rank of occupations by wages paid and
proportion of white employees in each occupation for the Qarious groups

value for the ghetto

of firms supports these findings. For example, the I

firms was a positive wvalue of .69, indicating that high rank in proportion’
white employees was associated with high level in the occupational wage
structure. In nonghetto firms there was little relationship between
 the ranks for these two variables suggesting that blacks employed in
nongheﬁto firms are distributed evenly among occupations and not concentrated
in low paying occupations. A similar result was found ih suburban firms
where thé rg value was aﬁtually a pegative (~.05). . These resuits are inter-
preted to reflect thé strength of occﬁpatipnal demand and supply in different
geographic areas rather than conscious.wage discrimination in ‘ghetto firms,
‘since many ghetto firms are headed by black entrepreneurs,

The results indirectly suggest-that'for maly occupations theré is an
adeqﬁate labor sﬁpply within or close to the ghetto areas of the city.

This seems to be the case for jobs in'the service type occupations and

133
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in some jobs within the 0pératives and craftsmen category such as metal
processing a2nd general benchwork occupations which for ghetto firms are
mo;tly performed by blacks. Blacks also fend to be concerntrated in

tiie materials handling types of jobs and this is the case for entrant
fifms located in both ghetto'and nonghettO areas,

Table 22 also shows the lack of simjlarity between ghetto and
nonghetto in the racial structure of the respective work forces. Even
when the broad occupational categories ar” copsidered as in Table 23,
the degree of similarity in ranking of ocCupations by'racial character-~
istics of employees is quite small (rank Correlation value of .25, significant
at the 73% level).

Tﬁe compérison of'the ghetto-nonghetto rankings for the twenty-two
occupations actually shows a negative corTelation value of -.12, significaﬁt
at the 697 level. If the ghetto and nonghetto areas together constituted
é single labor market in which the skill ©f the labor supply was the
criterion for employment, then the rankipn8s should show a strong positive
‘correlation. It appears that there are 1abor‘market restrictions which |
tend to segment the city-wide market. FgT some highly skilled océupations
(éuch as some managerial and clerical occlUpations) and berhaps some highly
unionized o;cupations (paper and printing); the market is abparently not
segmented by the ghetto and nonghetto diﬁférence, but fof m;ny occupations
the results provide indirect evidenge of the existence of sublabor markets

based on geographic boundaries.
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© TABLE 23

COMPARISON OF RACIAL CHARACTERISITICS OF MAJOR OCCUPATIONAL
CATEGORIES OF NEW BUSINESSES IN THE CITY AND THE SUBURBS

"Rank of Weighted Mean 7% White

Major Occupational Metropolitan Firms City TFirms
' i City Suburban Ghetto Nonghett:
Category : Entrants Entrants - o Entrants Entrants:
Managerial-Professional 2 1 . o 2 i‘ 3
Clerical ' ' '.: "3 | 4 4 | ”‘4
+ Sales A .. _ ' :_1 | 6 1 %A;
Service | 7 5 7 1
' Opéraﬁiyes and Craftsmen 5 72° S 6
Cbéstruction Related . 4 '3 3. 5
Matériaié Handliné .- ' : 6 7 6 7
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Educational Entry Requircments for New Positions

In the interviews, most entrepreneurs said that the formal educational
requirements for entry into almost all occupations in their firms were
extremely low. 'Among the city entrant firms the formal requirements for
the occupations were generally high school graduation or less. It was
only in the managerial-professional, clerical, and sales (excluding
retail food and drink) fhat actual graduation from high school became
important. ~College or technical school experience was only mentioned

'for about 10% of the professional and managerial jobs.

Suburﬂan entrepreneurs viewed formal education as a more important
entry reqﬁirement to new positions that did their counterpart in.the city.
On the average, high school graduation or above'was required for about 50%
of thé new suburban jobs. For managerial-professional jobs in the suburbs,
college of technical school graduation was seen as a pierequisite for over
one-third of the positions.

The comparison of ghetto énd nonghetto responses revealed that
nonghetto firms required slightly higher overall educational entry
requirements but for some specific occupations the ghetto fi;ms'.require-
ménts were slightiy higher. 1In any case, for‘both groups of firms the
formal educational requirements were surprisingly low and sﬁbstantially
”ldwer than the suburban firms' requiremenfs. |

It is difficulf to explain thé difference bééween the suburban firms.
and all other groups of firms. A possible explanation is that the

suburban firms have been exposed to a different segment of the potential

138':
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labor supply for each occupation and that thn applicants they interview

“and recruit have a higher level of formal education, which becomes the

standard required in the firm's job specifications. In addition, the
suburban firﬁs were, on the average, larger than the other groups of firms
and a more formal approach to personnel policy [which specifies standards
of entry) may be more typical of suburban firms. The generally low
educatiocnal requirements for jobs in all firms is probably a reflection
of the small size of entrant firms and the relatively small number of
applicants (compared to established firms) from which the work force

has been seiected during the first few ycars of operatioms.

Method of Recruitment for New Positions

The recruitment techniques used by new entérprises are expected to
involve similar channels of contact with potential employees as those
used! by fi?ms which have been in~business for s&me time. Since the neﬁ
firm is relatively small, it is expected that considerable reliance will
be bla;ed on informal employeelcontacts through relatives and present
employees. In the study, the interviewee was asked to indicate on a
check list the most important source of new employees for each job title
in the firm's occupational structure. It was found that govgrﬂment sup-

ported training programs .and educational placement services (schools and

colleges) were rarely mentioned as a source and were therefore dropped

from the analysis.

For purposes of analysis the occupational groups were merged into

'~ the major categories as shown in Table 24. Since several recruitment

methods were clearly the most important for all occupations, there was
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a high degree of consistency of response .among the occupations within

- each of the major occupational groups in Table 24. The comparison of

the findings for city and suburban_ehtrants indicated some different
recruitment practicés between the twe groups of firms.

For city entrants, newspaper advertising, present employees, and
advertising on the premises are gen:crally the most important methods of
recruitment with members of the family and private employment agencies
the least important. Suburban firms rely mainly on present employees
as well as newspaper advertising and the State Employment Service. 1In
the suburbs less reliance is placed on newspapers probably because of
the limited readershié in most suburban papers. Advertising on the pre-
mises and private emp loyment agencies ére of least importance in suburban
recruitment. The degfee of consistency in the overall relative importance
of the mefhods was relatively high for both city and suburban firms. For
the city firms the consistency iﬁ ranking as measured by the coefficient
of concordance was .67, where O is_complete disagreement among the
occupational groups as to the relative rankiﬁg and 1 signifies complete

agreement. For the suburban firms the consistency in the overall ranking

' of the methods was also fairly high with a value of .45 for the co-

efficient of concordance.

| When the two groups of firms are comﬁared for particuiar major
occupational groups the differences are éven more apparent. For example, .
when the rank orders of importance of the methods for both types of firms

-are correlated there is no relationship for clerical accupations. Suburban
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firms ranked the employment service and present employees as the two most
important methods. The rank correla:ion‘values for sales and service
occupations actually showed a negative relationship.

Strong positive correlations in the ranking of importance were found

for materials handling jobs, operatives, and craftsmen and professional-

. technical jobs. This indicate: a similarity between new city and suburban

firms in the techniques'used to recruit employees. There are eﬁough
differenceé, however, in the approach used by the two groups of firms to
conclude that the method of recruitment varies with the geographic location
of the new firm.

The ghetto-nonghetto cémparison in Table 25 also shows the similarities
end differences in the methods of recruitment used. The overall rankihg
for all 6ccupationa1 groups in both ghetto and nonghetto fifms resulted

in newspaper advertising being the most important method of recruitment.

The ghetto firms made considerable use of present employees and private

agencies and less use of advertising on the premises. In éontrast, the
monghetto firms relied much more on advertising on the premises as well
as present employees and made.little use of private employment agencie

The consistency of these overall ;ankings among the major occupational

groups was relatively high.4

| Fof the most part’there was agreehent between the ghetto and nonghetto

rankings for each individuzl occupational group. The values of the rank

correlation ranged from a-low of .43 for clerical occupations to a high

- of about .87 for manage-ial-professional and construction related occupations.

The value of the coefficient of concordéﬁce of the overall rankings
among occupational groups was .63 for both groups of firms and this value
was significant at the 997 level. '
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Iﬁe major differences between the firms were in the clerical and service
OCCUpations. In recruiting clerical employees éhetto firms uscd private
agencies more than nonghetto firms, which relied more on advertising on

the premises than was the case for ghetto entrepreneurs. Recruitment of
service employees in ghetto based firms was frequently through the

employment service, while the noﬁghetto firms relied more on recommenda-
tions'frpm present employees. It therefore appears that the ghetto-nonghetto
differencés in recruitment methods used are restricted to one or two |
occupational groups and are generally much less pronounced than the
city-suburban differences. |

Conclusions

The survey of firms produced findings which were fairly consistent
with the regularities expected from a compariscn of entrant firms by
geographic area. Mosf variations in the occupational s*ructufé of
‘ different groups of firms appear to be related to the industrial structure
.of each group of entrants., Some occupational categories, such as
managerial jobs, tended to be proportionately most important to suburban
. firms and nonghetto city firms. ihe size o? ghetto entrants and perhaps
.difficultiés in atgracting high level manpower seem to restrict the
size of‘the managerial hierarchy.

It was found that.wages perform their traditional labor market rcle
inAthé allocation of labor among the various occupations and groups of
entrant firms. The ghetto firms have to pay more to attract managerial-
_prqfessional labor and some types of clerical employees who are likely to

reside some distance from the ghetto and who for many reasons prefer
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ndnghetto emp loyment. Sb&ilarly, for some lower skilled occupations for
which the labor supply is likely to be mdre pléntiful near the central
core of the city, the ghetto firms offer a lower wage.

The data suggested an additional hypothesis which was not discussed
at the outset. The industrial distribution of entrants resulted in an
occupational bias in the new skilled and semiskilled jobs so that in
both the ghetto and the city as a whole, most of the new jobs in this
skilled iebel wvere in industries which have traditionally been located in’
the central citv and probably do not require much single level floor
space for operations. In contrast, most of the skilied and semiskilled
blue collar jobs created by new businesses in the suburbs seemed to be
biased towards machine work in industries which probébly require a
large amount of plant floor space.5 |

The findings on the occupational structure and employment. charactere
istics of rew busi-:2sses have some important implications for urban
manpower policy. One of the major problems in émployment policy has been
the high rate of sectoral unemployment in many urban areas. Minority groups
are particularly affected by this high rate and as a result many N e

~are designed to improve the skilié and find.employment for ungmployed
ghetto resideﬁts; In addition, an éttempt has Been to assist minority

group entrepreneurs establish new businesses in the ghetto area.

The data on the occupational structure and characteristics of new

>The testing of this hypothesis obviously requires a different type
- of data than collected for this study. The comparative samples of firms
should also be chosen from the same population of firms. As was pointed
out in the methodology section, the suburban sample was selected from
the unemployment compensation list of firms, while the city firms were
samples from wage tax data. There are some differences in these sources
of entrant data. '
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businesses suggest some difficulties wﬁich make the success of sueh a
policy doubtful. The urban labor market conéiets of a series of sublabor
markets and the employment opportunities for minority group members appear
to decline outside the central core of the city with the suburban labor
market providing the least opportunities. Suburban and nonghetto city
entrant firms tend to hire more employees than ghetto firms and during
the first few years of eperations_nonghetto.and suburban employment expands
more rapidiy. Consequently, for nonwhites the establishment of new

' businesses may provide proportionately less new employment opportunities
for nonwhites than it does for whites.

Theee'findings suggese that tﬁe policy of ''gilding the ghetto"6
through encouraging new minority ghetto entrepreneurs should perhaps be
redirected towards more assistance to minority entrepreneufs in nonghetto
and suburﬁan areas wheve there is some evidence of a better chance of .
success. It is expected that nonghetto minority enterpreneurs will attempt
'to hire a higher proportion of.nonwhitee than the white enterpreneurﬂ in
the same geographic area. It is, ~F cuuLu¢,~‘;ubab1e that the success of
this change in emphasis will require programs which assise unemployed
nnnﬁhites in commuting to the newﬁbusiness enterprise.

The high salaries paid by ghetto firms for some occupations suggest an
inedequete supply of'sucﬁ lebor from the area in which the firm is located.
This information may indicate the occupations which offer the best potential
employment for manpower program trainees; Aecounting and business machine
operation was, for example, an occupation which received a relatively high

salary and is a likely candidate for a ghetto training program.

The phrase "gilding the Ghetto" was coined by Professors Kain and
Perskey,see John F. Kain and Joseph J. Perskey, 'Alternatives to the Gilded
Ghetto" in The Public Interest, Winter 1969, p. 74.
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CHAPIER 1V
DECENTRALIZATION OF LMPLOYMENT WITHIN TUE CITY

The dcccntralizaﬁion of job opportunities within the mctr;politan area
is é trend that has been widely discussed recently. Despite this trend a
. majority of totai employment in any region still resides within the
city and yet there is relatively little knowledge on the nature of the geo-
graphic distribution of thése jobs. Since the low-income residents of the city
tend to be clﬁstcred close to the cOre'of the city, the city-wide distributién
of job opportunities has significant employment implication for "disadvantaged"
residents. The agpropfiate public policy response to high unemployment in

urban labor markets therefore largely depends on the diSpersion pattern of

-

~

job opportunities within the city.

A relatively uniform geographic aistribution of city jobs suggests that
it is necessary to attract new job opportunities to the core of the city
which experien;es the highest uneﬁployment r%tes. This apprbach_has been
described as '“gilding the ghetto"l, One altermnative to t@is pélicy solution
~is to improve the transportatioﬁ ﬁetwork between ghe'inner core and
‘ others séctors of the.city so that innef city residengé may be able to expand
their normal préferenée.area fof employment. In addition public policy may
éttempt to.disperse the ugban poor mdre uniformly within the ;ity by reducihg
the segregated housing pattern. On the other hand, if most employment |
opport&nities are concentrated within the core of the city ana not uniformlj

dispersed throughout the city then the major public policy solution to high

uncﬁployment should consist of changing the nature of lqbor‘éupply through

) . .
See J.F. Kain and J.J. Pcrsky, "Altcrnatives to the Gilded Ghetto," in the
Public Ingerest, Winter 1969, p. 74.
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regtaining the uncwmployed in the inncr_ﬁity for tﬁc potential job opportupites
wvhich exist close to 1heir residcncc.‘The justific;tion for the Concentrated
Employmcnt Program which is a major featuré of current manpower policy appears
to rest on this assumption.

Employment Distribution Hypotheses

In an attcuwpt fo-providc the basic information neceésary to assess the
appropriate balaqcc betwecen manpower retraining and improved transportation
facilities as‘possible solutions to urban unemployment this chaptér discusses
the geographic distribution of employment within Philédelphia. It is expected
that the geographic distribution of employment will vary by.type of industry.

A substantial proportion of employment iﬁ the éervice sector, especially busiﬁess

services, obviously will be located in thc central business &;strict{ Employ-

ment in vholesale and retail trade, constrdctionvand other major industry groups
. : : C -

are likely o be widely distributed throughout the city.

The distribution of manufaptdring job opportunities usually varies with
type_of m;nufaéturing: In most citiés there is a tendency fér.printing and
some types of textile firms to locate near the central core while manufacturing
firms‘which require a large propoftiqn of space per unit of ouput, such as
iight engineering, chemica1~firm§ etc., are more likely to be located towards
the perimeter of the éity; Theée tendencies are of course 6niy generalizations
and many factors peculiar to a specific urban area may result in a different
geographic pattern of employment distribution.

Measurement of Decentralization

The distribution of employment may be estimated on the basis of air-
mile distance from the ¢entral business district displayed as a series of
'concentric circles radiating to the city boundary. The proportion or density

of employment within cach distance category may be depicted graphically. For
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purposos-of studying the cmploymcnt-poténtial of businessas for residents of
low income arcas it is,.hoﬁcvcr, morc mcaniﬁgful to use travel time rather
than air-mile as the'distanqc criterion.

Data on travel time from the ccﬂter of the city to various areas of the
city, perhaps postal zones, normally involves a special 1argefscale comnuting
study. Fortunately, the results of such a study of the Philadelphia metro-
politan area has recently been published and with certain adjustments to the
data it was possible to comstruct estimates of travel time for eaéh zip
area in_the city to the center of the city.

In the city the Delaware Valley Regional Planning Commission study
identified forty-seven data collection districés which were surveyed to
estimate various types of.commuting information. The base year of the study
was 1960 and projections on travel time to.center city were made for 1985.

The forty-seven colleétion districts.did nat.coincide exactly with the forty-
three postal zones within the city but the boundaries of the two sets of
geog;aéhic sebéivisions was close.enéugh to estimatz the 1960 F:avgl time from

: 2.
each postal zone to the center of the city.

from the city wage tax it was possible to estimate the total 1968 employ-"
ment by industry for each zip code and classify each zip by tfavel time. in
'minutés. Travel time.was:an aQerage daily travel time for commuting to the
center of the city by highway in automobile or truck. From these data the

cumulative distribution 1968 city employment by 1960 travel time was.cal-

LR

gFor a detailed discussion of the data source see Delaware Regional Planning
Commission, 1985 Regional Transportation Plan, Plan Report No. 5, Technical
Supplement, (Philadelphia, Pa. Delaware Regional Planning Commission 1969).
The data converted to postal zones is contained in Appendix II of the report.

‘e
-
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- culated for broad industrial {Lroups and by two digit manufacturing industry,

Obviously, it is preferable to have 1968 travel time but this is not regarded

as a problcn, Altﬁéugh ' city-wide traffic density has undoubtédly increascd
over the past dccade ﬁhcre have also been highway impr?vements, such as
coordinated traffic lighF timing.and one way streef nétworké, which offsect

the effect of increased traffic load.

This method of studying the potential job opportﬁnities available to low
income fesidenés has the advantagé of concentrating on the large number of jobs
within the city compared to the marginal opportunities available in the suburban
ring. "The approa;h also has several inadequacies. For exémple, the existence
of a large proportinn of jobs within the core does not necessériiy mean that
ghetto residents will £ind employment at these locations. Most individuals em-
ployed in these jobs may commute to the central core from the périmeter of the
city and possible employment 0ppo;tunitiés for the poor may not be extensive
though t-is will vary by type of'industry. ‘The déta ﬁoulé be.improved if the
travel time criterion were also based on puﬁlic trénsit as wellnas on automobile
tra§e1, since it woulﬁ.be more meaningful for analyzing the problem of increasing
employmept opportunities for low incéme residents. TFor similar reasons it’
“would also be helpﬁul t6 ha&e data on the cost of commuting. Nevertheless,
the concent;atidn of empléyment within specified levels of auto travel time
from center ‘city provideé, in terms of absélute number of jobs, a much more
?ealistic framework for studying high sectoral unemploygent in the city than

does reliance on the suburban growth in job opportunities which has occurred

in recent years.
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Dispersion of Urban Bmployment in Major-Industries

Charts 3 and 4 show the degrec of dispersion-of jobs in various
industrics. 1If the &otal jobs in a’'particular industry were equally distri-
buted throughout the city according to travel time to the center of the city
then the dispersion line for that industry would éoincidc wich the 45 degree
lipe in the chart. If.#2n indusfry's dispersion line is belﬁw the 45 degree
line this means that its empioymeﬁt is decentralized and concentrated towards
the perimeter of the c¢ity. 1In constrast, the centralization of industry em-
ployment is associated with a dispersion line above the 45 dagree line.

It is apparent from the findings that in all major industries, with the
exception of the primary industries? employment is concentratéd close to the
center.of the city. The érimary industgy exception is not qﬁantitatively an
important consideration since total city-w;de employment in this industry is
only a 1£tt1e over 700 jobs distributed among a large number of small firms.

For discr;ptive purposes the:travel time axis is divided into three major
strata. The first is the Central Business District in which the center of the
city is located. It is_possible to travel from'any point in this area to
center city within 5 minutes: &hié geogra; i ic area is represented on the
horizontél axis of the charts by-the.poin; %“. The second strata represented
by point B, is deéignated.the central core of the city and any pdint within
this area is within 19 minutes of the center. Geographicaily this area con-
stitutes the southern half of the city and includes the three ghetto-sublabor

markets and South Philadelphia as.well as ‘the central business district. The

fhird arca is the northern half of the city and is defined as the outer region.

' 3Primary industries include SIC codes 1 through 14. This includes
agriculture and related industries, fisheries and mining.’
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CHART 3
 DISPERSION OF GIAPLOVISENT 1N SELECTED MAJOR INDUSTRIES

CUMULATIVE. PERCENTAGE EMPLOYNMENT IN INDUSTRY

I 42 . ' 100
A o B L -

CUMULATIVE PERCENTAGE TRAVEL TIAE TO CENTER CITY

LEGEND:

OA REPRESEMTS THE CENTRAL BUSINESS DISTRICT. TRAVEL
TIME IS 5 MIN. TO CENTER CITY FROM THIS AREA.

OB REPRESENTS THE INNER OR CENTRAL CORE. TRAVEL TIME
IS 1S t4IN. TO CENTER CITY FROM PERIMETER OF THIS AREA
'WHICH INCLUDES THE FOLLOWING SUBLABOR MARKETS:
NORTH PHILADELPHIA, WEST PHILADELPHIA, SPRING GARDEN
ANv SOUTH PHILADELPHIA. o
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CHART 4
DISPERSION OF EMPLOYIAENT IN SELECTED MAJOR INDU&IPIL

'CUMULATIVE PERCENTAGE EMPLOYMENT IN INDUSTRY

CUMULATIVE PERCENTAGE TRAVEL TIME TO CENTER CITY

LEGEND

.- OA REPRESENTS THE CENTRAL BUSINESS DIST RICT. TRAVEL
- TIME IS SMIN. TO CENTER CITY FROM THIS AREA,

. OB REPRESENTS THE INNER OR CENTRAL CORE. TRAVEL TIME -
IS IS KIN. TO CENTER CITY FROM PERIMETER OF THIS AREA
WHICH INCLUDES THE FOLLOWING SUBLLABOR MARKETS:
NORTH! PHILADELPHIA, WEST PHILADELPHIA, SPRING GARDCN
AND SOUTH PHILADELPRHIA.
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.-'The travel time f:om.Qithin this arca is a maxihum of 45 minutes. The geo-
graphic demarcation of these areas is sheown in Chart 8  which appears
later in this chapter.

The employment of all industries taken together is highly concentrated
with 37% located in the central business district and some 807 within the
central core of the city. A density of employment map of the city would show
an even slightly higher degree of cbncentration since the increment of land
area encompassed increases with each additional minute of travel from the center.
As a resultﬁalthough 37% of emplofment is within 131% of the total cumulative
travel ti.s the same amount of employment is in a iand'area of less than 5%
of the total land area'in the city.

e Afhe fact that 80% of employmeﬁt is located either in or close to the ghetto
aveas of .the éity suggests that the manp;wer policy whichladjdsts the nature
rather than‘the location of labor supply is the correct ﬁriority in any solu-
tion to high urban unemployment. The max imum highway travel timé to most
employment for ghetto residents is about 40 minuées and this casts some question
on the view that better tranSportétion networks to the outer region of the city
is required.. This implication maf of course have to be modified when public
transit time is substitued for higﬁway travel time.

There are some important variations among industries in the degree of
.employment concentration. For example, although ;bout 80% of employment in
services, wholesale and retail trade, and maﬁufacturing is within the central
core, manufacturing employment is much less concentrated iﬁ the central busi-
ne;s district than is employment in the other two major industrieé. Employment
ih Finance, Insurance and Real Estate is the most highly concentrated with

almost 80% within the central business district. Contract Construction is
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fairly well dispersed throughout the city with some 297% in the central busi-
ness district and about 68% within the central core. |

The exception.to the overall city are not unexpected and can be partially
explainced by size and.number of firms in the industry. In contract éonstruction
the average size of firms is quite small and therc are a large number of these
firms making up the 40,000 total employment. As a result, although the large
general contractors may- be locatéd close to the center of the ...y there is a
significant geographic distribution of the large number of relatively smzll
firms in the industry. The geographic dispersion of employment in this industry
may be even more pronounced than the results suggest. This is bec#tise even
though the large construction firms may locate in the Central Business Dilstrict
the actual operations may be widely dispersed outside the inner cors of the city.

In'finaﬁce, insurance‘and real estate, a relatively smalllnummer of large
firms probébly account for a large share of'total employment in the industry
ard since these firms rely heavily on white collar office workers the central
business distrigt, with its excellent rail netwo:k to various parts of the
region, is an ideal location.

The high degree of concentration of ménufacturing industry in the immer

core was somewhat unexpected and perhaps there are some major variations

among the industries within manufacturing which explain this finding.

Dispersion of Urban Manufacturiné Emplqyment

Charts 5, 6 and 7 show the variation in employment concentration
aﬁong selected manufacturing industfies. Although there is a tendency towards
- centralization among all industries the employment in several industries is
fairly uniformly distributed throughout the city._ This is the case for
fabficatea metal, machinery texcept electrical),Astone, clay;;glaSS and
. concrete, and to a lesser extent paper products manufac;uring.
There is an important difference between the apparel and textile mills

industries. Almost 50% of the apparcl.employment is in the centz=al business
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: CHART 5 |
DISPERSION OF ENMPLOYI.ENT IN SELECTED MANUFACTURING INDUSTRIES

CUMULATIVE PERCENTAGE EMPLOYMENT IN INDUSTRY
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LEGEND: | -
OA REPRESENTS THE CENTRAL BUSINESS DISTRICT. TRAVEL
TIVE IS B MIN. TO CENTER CITY FROi THIS AREA.
OB REPRESENTS THE INNER OR CENTRAL CORE. TRAVEL TIME
IS 19 N, TO CENTER CITY FROM PERIMETER OF THIS AREA
V/HICH INCLUDES THE FOLLOWING SUBLABOR MARKETS: :
- NORTH PHILADEILPHIA, VVEST PHILADELPHIA, SPRING GARDEN 3.
CARD SOUTH PHILADELPHIA.
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CHART" 6
DISPERSION OF EMPLOYRENT IN SELECTED MANUFACTURING INDUSTRIES
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' CUMULATIVE PERCENTAGE EMPLOYMENT IN INDUSTRY
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CHART 7
DISPERS IOI' OF EMPLOYLIENT IN SELECTED IMANUFACTURING
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district and over 90% of the cmploymcnt is located within the central core. In
co;trast, the cmployment in textilc mills although still mostly (70%) in the
central corc is of little importance in the central business district. The
most highly concentrated manufacturing industries are petroleum refining,
printing and publishing, aﬁd chemicals, Transportation and electrical machinery
manufacturing both have about 90% of their employment in the central core of
the city dbut have very little within the central business district.

Several factors probably explain some of the differences among manufacturing
firms. The existence of several large employers within'an industry will
dominate its employment distribution. This is likely'to explain the pattern
in transportation manufacturing. Several physical characteristics of the city
influence the high degree of employment concentration. The city's port facilities
are geographically quite close to the center of the cit&; the same is true of
region's major railroad yards and the focus of its highway system. It is for
this reason, and the dominant influence of several large employers, which
" account for the centralization of petrpleum.refining and chemicals. Ia this
respect the industrial land-use pattern in Philadelphia may not be typical of
other large cities and the high degreé of concentration in manufactur;ng em-
ployment cannot be generalized.

Manpower Policy Implications

The lack of decentralization of industrial employment is an iﬁportant
finding but even if it is typical of other cities it‘is not enough information
to draw implications for future manpower policy. Additional employment data
is required. It is necessary to have estimates of the absolute number of jobs
in each industry if the significance of a centralized or decentralized in-
'dustry is to have any_meéning for policy. In order to plan future policy it is

" also preferable to have information on:the industrial employment trend otherwise
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one may decide to retrain gﬁctto rcSidcnts for jobs in a centralized industry
with a large.nuwber of jobs but whose total cmployment is declining. This
problem raises the issuc of whcther.short-run or long-run solutions to urban
unemployment should be given pricrity. Finally, policy decisions affecting
labor supply are more meaningful if the trend in the geographic location of
demand by occupational as well as industrial group is availabie. Unfoftunately,
since this study is based on cross sectional rather than time series data and
the city wage tax data does not provide occupational information it is necessary
to adopt data from other sources to provide the data nécessary for policy
decisions.

‘Table 26 showg estimates of total employment by industry and the
absolute number of jobs by travel region of the city. The ghetto residents
who ‘are all within the central core are in close proximity to ‘the industries

- /
with large numbers of employees concentrated close to the center of the city.

Relat}vely they are not in a particularly favorable location for jobs in the
‘primary-industries or contract construction. F&étunately, iﬁ terms of thé
.absolute number of jobs‘these indusﬁries are a small proportion of city-wide
employment; construction for example, according to thé data accounts for about
41,000 jobs which is abéu;.4.6% of ;igy_eméloyment. The remaining industry
groups,'in particulaf'Transﬁortation; ané Finance, Real Estate and Insurance
thgrefoie appear to be the industries which, onfghe criteria of job access-
ability, provide pot;ntial opportunities to_éheéto resideﬁés.

n moét'of the mahufacturing industries'whichvemploy a large absolute
number éf employees the criterion of geographic accessability also favors train-

' dIng of ghetto residents for jobs in these industries; This is the case for

printing and publishing, apparel, chemicals and transportation manufacturing.
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Table 26

DISTRIBUTION OF EMPLOYMENT LY INDUSTRY AhD HIGHWAY TRAVEL TIME TO CENTER CITY

; City Estimated Central
Enployuent | 7 chanve lusiness District Central Core | Quter Remion
(1968) 1959-68+* 5 min. travel 19 min. travel| 45 min. trave
to C.C. to C.C. to C.C.

: % Empliloyment <, Employment | % BEmploywent
City §66,068 +6.3 37 | 320,445 80 | 692,854 | 20] 173,214
Primary Industries 121 | -22 12 87 33 238 | 67/ 483
Contract Construction 40,806 11 29 - 11,834 68 27,748 32 13,058
Transportation 76,903 39 48 36,913 | 95 | 73,058 5 3,845
Wholesale & Retail 213,249 -5 40 . 85,300 78 166,334 221" 46,915

Finance, Insurance & ' ' .
Real Estate 68,363 22 80 54,690 87 | 59,476 |13 8,887
Services 188,435 39 41 77,258 78 | 146,979 | 22! 41,456
‘Manufacturing 277,591 | -7 28 77,725 ° | 80 | 222,073 | 20| 55,518
Ordinance & Acces, . 14 - _ 5 ' 1 67 9 33 5
Food 27,850 -11 28 7,798 70 19,495 | 30 8,355
Tobacco 220 - 46 101 100 220 0 0
Textile Mills 20,510 -30 12 2,461 69 14,152 | 31 6,358
Apparel 40,132 0 48 19,263 94 | 37,724 6 2,408
Lumber & yood 1,511 . 25 21 317 95 1,435 5 76
Furniture & fixtures 3,665 0 12 440 70 * 2,566 3¢ 1,099
Paper | 10,651 4 15 1,598 73 7,775 | 27 2,876
Printing, publishing | 28,760 3 60 17,256 95-| 27,322 | 5 1,438
Chemicals 16,069 -22 1 42 6,749 84 | 13,498 | 16 2,571
Petroleum Pefining 5,025 =30 79 3,970 94 4,724 "6 301
Rubber, plastics 1,992 | © -15 2 40 64 1,275 36 717
Leather 2,157 | - -53 . 35 755 95 2,049 5 " 108
Stone, clay, glass, ' . ' - : " '
concrete 3,325 <10 .18 ~ 399 50 | - 1,663 50 1,662
" Primary Metal 3,866 11 4 155 .} 52 2,010 48 1,856
Fabricated Metal 26,377 -8 12 " 3,165 50 13,189 | 50| 13,188
Machinery | 16,209 -5 4 648 64 | 10,374 | 36 5,835
Electrical Machinery 40,225 .29 21 8,447 87 34,996 13 5,229
" Pransportation’ 14,195 17 | 12 1,703 971 13,769 | 3 426
Instruments " 1,899 -15 31 589 | 69 1,310 | 31f . 589
Misc. 12,939 -26 20 2,588 70 9,057 | 30 3,882

* The percentage change is based on estimates published data in Country Business Pattcrns, 1959
and 1968. The 1968 employment ecstimates obtained from the city wage tax and the estimates in
County Busjiness Patterns are similar in magnitude in most industiial categorles. It is there-
fore assumed that the pexccntage change is also similar.
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Table 27 . aléo shows the importaucc of the employment trend in industrial
employment as a criteria influencing the choice of industries which are likely
to provide job oppdrtunitics for ghetto residcnts.. The employment trend during

the 1960's is based on data from County Business Patterns# and it is assumed

that the same trend ié applicable to the employment estimates obtained from the
city wage tax., If a si;ilar trend continues during the next decade the potential
job opportunities for ghetto residents which, according to the accessability
criterion, are available in several manufacturing industries employing large
numbers oﬁ workers are likely to be mére apparent than real. This is likely to
be tﬁe‘case forchemicalménufacturing which has shown a stecady decline in number
of employees. .
The chemical industry may also be rejected as an aftractive.industry for
employing ghetto residents because of the ¢ccupational distfibution of jobs by
skill leyel within the industry; the proportion of low or semi-skilled jobs in
this industry is likely t§ be small compared to many other manufacturing industries.
However, even in industries with a high probortion of semi-skilled jobs and
which are readily accessible to ghetto residents the trend in employment suggests
tﬁat_the future job potential in the industry is not high,
.In an iﬁdustry such as textile manufacturing with the characteristic of
good geographic accessability to the ghetto and repreéentative of a large number
pf semi-skilled jobs, the employment has declined some 30% during thé past decade.
Conseéuently, it is unlikely to pfovide‘jobs to the unemployed residents of the
‘urban-core. In contrast, the apparel industry is by all relevant criteria likely
to continue fo be an importé;t source of job opp&ftunities'provided its past
employment trend continues,

<

Table 26 suggests that the greatest growth in job'opbortunities is

bu.s. Department of Commerce, County Business Patterns, 1959 and 1968
(Washington, D.C., J.S. Government Printing OfLfice, 1960, 1969.

. : - . ¢
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in the Scrvice dud.Fiﬁancc; Insurance and Rcal Estatc scctars and that in
jménufacturing the future opportunitics are likely to vary widely among type
of manufacturing. 1In wholesale and retail trade employment growth within the
city has not occurred and this may reflect a decentralization trend within the
city. This is not an cﬁcouraging trend for inner city residents although the
net impact of this tendency may not be serious since at the same time there
- has been an outmigration of city residents espécially white residents. Many
segments of the wholesale and retail industry are likely to employ a high pro-
portion of low skilled and.low cost labor from the immediate environment of the
firm, As a result many of éhe 166,000 jobs in the inner city while not expanding
. may become available to ghetto residents through a "qugueleffect" brought about
by the residential migration pattern within the mefropdlitan area,

The.employment opportunities for ghetto residen£s are greatest in industries
employing large numbers.of semi~-skilled workers. Obviously industries with a
high proportion of managerial, professional-techdical and highly skilled‘crafts-
men are not expected ‘to provide many opportunities for the hard core unemployeq.
Tho;e industries which hire a large number of opératives, service workers and
sales.personnel are the ones most likely to provide the necessary jobs. Conse-
quently from a policy point of view it is more Besirable to have firms in wﬁolegaie
and retail trade and thé service industries located gloée to Fhe.inner city than
some manufacturing sucﬁ as firms in pet;olegm products and the chemical industry.

Appendix IV presents estimatéé'of selected occupatioﬁal employment by
i;dustry for firms located within the central core of the city. These estimates
4give some indication of the importance of some skilled, semi-skilled aﬁd unskilled
job oﬁportunitics whichrare expected to be available within the inner city during

.

the next few years. The data suggest the types of jobs for which ghetto residents

should be trained and shows the difference in employment impact among industries.

. 181
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It is, of course, not known whother the estimated job opportunities are adequate
to employ all the labor force within the central core but it is clear that the
quantity of accessible rclatively low skilled job opportunities is substantial,

Conclusions

The major finding ﬁhich emerges from the analysis of the distribution of
jobs within the city is that a §ubstantial portion of job 0ppoftunities are
within the centrél core of the city. As previously pointed out, in some industries
ir. which there are a number of firms with many branches throughout the city it
is possible that there is an overestimate in the concentration of employment
close tb the center of the city. This is because the head office, or the reporting
unit, frequently located in the central business district, reports the total
employment of the firm including the information from all branéh Operafions
without specifying the employment at each individual branch  This is most likely
to occur in retail trade wﬁere firms such as dairies, local supermarket chains,
etc. have several ‘branches in Philadelphia. 1In ﬂbaﬁking and to some extent real
estate operations a similar teudency can be expected.

In the opinion of the researchers, the magnitude of this bias in the data
is not large. Many muiti-establishment firms do report employment separatelf'by
branch and in some cases where citf-wide employmen; is reported from one address
the reporting unit is not in the_centrél core of the city. This apﬁears to
offset thg magnitude of fhé bias. In addition, since the tendency towards geo-
graﬁhic concentration is consistent among most industries,.many of which are
not organized in a system of branch operations, the degree of concentration is
probably reasonably accurate. |

The labor market implications of this result are that ghetto vesidents
are in close_proximity to the location of a substantial ﬁortién of city jobs.

. 1f ghetto residents have the skill and experience nécessary to compete with
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nbnghctto and suburban fuéidcnts, and discrimination in hiring is not present,
thcrc does not appear to be a serious conmuting problem for ghetto residents
who have access to automobile transportation. However, the conclusion that
most potential jobs are located near the residencés of low income families
where high sectoral uncmpioyment exists assumes that most ghetto residents
have access to automobile for travel to work. The travel time within the
inner city increases significantly when public transit is used as the means
of travel.

Charti;.shows a comparison of highway and public transit travel time
for zip code areas of the ceﬁﬁral core of the city.5 The public tramsit travel
time for each d.cta collection unit is an average time for all sections of the
area. For this reason it is possible for regions at the éerimeter of the central
core to have a lower average travel time than an area close to the central
business district.

The chart highlights the importance'of the n&rth-south subway line and the
east-west elevated transit line. The existence of elongated normal preference
areas of employment and the possibility of some ghetto residents being "isolated"
from the major public transit routes within the central core is clearly demonstrated.
The comparison between public and auto transit is quite striking. The maximum.

~average daily travel time by auto from the perimeter of tﬁe inner city to center
city is 19 minﬁﬁes while the maximum for public tramsit is some 43‘minutes. For
the ghetto resident in some parts of North Philadelphia it may take about 70 min-

~utes to travel to a job in the southwestern part of the city by public transit while

s&he public transit coﬁmuting time was adopfed from Delaware Regional Plan
Commission, 1985 Regional Transportation Plan, op.cit., Appendix III.
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CHART 8
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it will prébably take less thap half that time to travel by car. The conclusion
about rélati;c easc of commuting fo potenﬁial jobs opportunities within the
central core has to be modified somewhat dcpcnding on the distribution of employ-
ment by public transit time. -This is an important arca for further analysis and-
it is recommended that this research be completed to substantiate or modify the
conclusions on the concentration of employment.

The logical implication drawn from the appa?ent high dégree of geographic
concentration of city jobs is that public policy should give the highest priority
to preparing'the unemployed for the job opportunities close to their residences.
It is ééﬁropriate to allocate resources to change the nature of ghetto labor
~supply to increase its.ability to compete for inmer city jobs. It ==, of course
clear that the d;sadvantaged will never be able to compete for many jobs in the
city, especially those in the central business district which eﬁplag,a;high
pror rtion of high level manpower, Névertheless, the analyéié of awailébi; job
opportunities by occupation (Appendix IV ) shows that if the u;emploged are given
- some®basic skills there_are.mény semi-skilled and low-skilied-jobs within the
éeﬁtral.core. The Concentrated Employment Proéram approach réceives strong justi-
fipatién from the findings and should continue to be the basic feature of a man-
power policy which seeis to reduce high sectoral unemployment.

" Since city jobs.éré not widely diépefsed geograﬁhically the policy of
encoﬁragipg new business enterprises~with£; the ghetto should, accqrding to the
résulté; be given a lower priority than retraining the unemployed. The mere
development of new businesses does not necessarily mean that the entreprencur will
hire the unemployed ghetto'résidents. Iﬁ fact, in order to reduce the high risk

involved during the development stage of a new business the entrepreneur is

unlikely to employ labor which lacks skill apd, because of their labor force

status, has had little work cxperience in the recent past., It is therefore concluded’

-~ . ]

- 165



-150~

that necw ghetto businesses.or black capitalism type programs do not appcar to
‘have a high payoff'in réducing high.sectoral uncmployment, It scems that the
problem is not so much the lack of available jobs as the inability of ghetto
residents to compecte effectively for these jobs. Their inability to compete
is the result of mdny factors including the residents' low labor productivity,
discrimination in hiring and, for a majority of ghetto families, lack of an
automobile.

The results of this chapter also indirectly call into question the policy
which places a high priority on improving the transportation network between
the inner ciéy and other sectors of the city. Such a policy appears appropriate
only if the labor turnover and job vacancy statistics suégest higher rates in the
outlying areas oif the city compared to the core of the city. Reasons other
than the reduction of high ghetto unemployment may of‘course necessitate the
improvement of intra-city transportation; if all future expansion in employment
occurs outside the inner city this policy has a high priority as a long run
solufion. As a solution to the pressing problem.of unemployment the most
approbriate policy seems, however, to be changing the labor supply so that
ghetto residents becomes more competitive in the search for jobs and secondly,

improving the public transit system within the core of the city.
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CHAPTER V
EﬁPLOYMENT CONCENTRATION IN SUBLABOR MARKETS

" In Philadelphia, as in many of the nation's cities, a high proportion of
city jobs.iﬁ'most-industries is concentrated in the inmner city. The extent
of this concentration by travel time from the center of the city has already
been estimated but this does not describe the industrial employment structure
of the various sublabor markets identified in the study."The‘purpose of
this chapter.is to treat each area of rhe city as‘a subsysteﬁ of the city's
aconomy. The absolute number of jobs in each area are not compared since
the areas vary considerably in population, geographic area as well as total
empldyment. The focﬁs'of the analysis is a comparison gf he employment
st=ucture of the sublabor markéts within the city. This approach is useful
in forecgsting the economic'bﬁtlook for each area by exémining the dependencé

of cach area on particular industries for employment opportunities. If,

 for example, a ghetto area's economy tends to specialize heavily on manu-

facturing compared to other types of industry then a secular decline in
manufacturing within the city will acutely affect the local ghetto economy

to a much greater extent than the more diversified areas or those which

specialize in other industries.

The industrial structure of a local-economy depends on iﬁs degrée of
Specialization which is_a fuﬁction of many variables. - Included among them
are the 1ocat£on of transportation lines and terminals, ;he site of -public
buildings (city hall, courts, government offices, etc.), the pattern of
rESidential'housing, and proximity to raw materials. Moreover once an
aTea develops into a center of certain activities there a tendency for

furchier specialization if agglomerative economies are present.
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Given tﬁe approximate importapée of thése factors in Philadelphia, a
certain pattern of industrial éeveloPment could be expected. Cent;r city
with its concentration in pubiic facilities, its role as a transportation
cenéer, and its past history of dewelopment would suggest a high concewmtra-
tionfin business Services, trade, and finance-insurance-~real -estate. Areas
surrounding center city with their transﬁortation access and their role in
the city's development would probably be major concentrations of manufacturing;
these might sinclude Spring Garden, Frankford-Richmond, and North Philadelphia.

Since r=tail trade tends to follow population an§ incomé movements,
rapidly growing areas like the Northeast should have a relatively large
concentration of tréde. Lower income areas should be less important in trade
and services - particularly where there is a.relatively small residential
population compared to the job population, Examples of such areas in Philadelphia
are expecte& to include Spring Garden and Frankford-Richmond.. Some industries
like coﬂstruction are much more '"foot loose" in the sensé that the location
of the direct economic activity varies with each building project. Consequently,
the concentration of employment in particular’ sublabor market areas due to
the location of the firm's administrative office has muth less labor market
significance than is the case for-other industries. In'addition, no easy
predic;ion, based on'economic raéionale, can be made concerning the concen-
.tration of construction firms® main offices.

Comparative Economic Structure of Sublabor Markets

The comparison of the economic structure of the various sublabor markets
is shown by indices of employment concentration based on the location quotient

concept.1 This is a device for comparing an area's percentage share of

lpor a detailed discussion of the advantages and disadvantages of the
location quotient see Walter Isard, Methods of Regional Analysis: An Intro-
duction to Regional Science, (Cambridge, Mass. The M,I.T. Press 1960) pp.
123-126, o L. ' -
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employment in an indngtty with.its percentage share of some aggregate base;
For example, if a sublabor market accounts for 20% of construction employ-
ment in the city and the sublabor markec's total émployment is 10% of total
city employment, the sublabpr markets construction location quotient is 2.

'ihe location éuntient, with 1968 =stimated employment as the base, was
calculated for each mzjor industry in the various sublabor markets. The
results are shown graphically in Chart 9. The bar graphs are purely
desériptive statistics and variations in the valué of the location quotient
in themselves'carry no direct labor m2rket implications. 1In the instances
whefe the value of ;hevquotient for a given industry is more than one it simply
meanS'ghat, on the basis of an area's share of city employment, the area.
has ﬁore than its proportionate share of employment in that industry. Con-
si&ered as a "éeparéte" local economy within the city it therefore tends to
concent:ate'on this industfy proportionately more'than the other areas of
the city.

The results shown on the bar charts indicate ;he following differences
amdng the areas of the city. The low income areas of the city (Spring Garden,
West and North Philadelphia) are heavily involved in maqufacturiné, transporta-
tion and constfuction. Fﬁrther;.these segments of the economy are strong in
frade but are deficient in finance and real estate and services. Within these
-partiﬁular areas; however, substantial differences‘emerge: A larger share of
Spripg Garden's total employment is in manufacturing than is the case for
the industrial employment distribution in West Philadelphia. West Philadelphia
has, of course, a much larger, total employment apd consequently has more manu-
facturing jobs even though its degree of concentration in man;facturing is less
than in the local economy in Spring Garden. Spring Garéen has a very low
proportion of its employment in transﬁortation\when cbmpared witﬁ all other
sublabor markets. West Philadelphia has- a Surprisinglf high proportion of

its employment'in scervice jobs.

Q

_ Center City'is an area of unique characteristics. Like most other Central
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Business Districts it speéialiées iﬁ-non-manufactufing activitiesg-particdlarly
finance-insurance-real estate and is a transportation center. The industrial
employment strﬁcture of the other non-ghetté'areas is of course quite different
than the st#ucture'in Center City. South Philadelphia has a well balanced
empléyment structure but is proportionately low in employment in finance and
general services. By conttast, Frankford-Richmond has a rather unbalanced local
economy. Manufacturing appears to dominate the industrial structure‘of the area.
Primary industries and contract‘construction are concentrated in the Northwest
and Northeést. In addition the Northwest is a major fepository of service eﬁ-
ployment while the Northeast has substantial employment in trade.

 Concentration of Industrial Employment in the City

The previous discussion has compared thé economy of‘geographic areas of
the city byjfocusing on the employment strﬁcture of each separate area. The
locatidﬁ quotient can also be used to compare the extent to which industry
.employment is,concentréted without identifying the specific geographic areas
in'yhich each industry is concentrated. This is done by constructing localiza-
tion curves for each industry. Charxts1l0 and 11 illustrate these curvés for
the major industrial categoriés.*_ |

The curves are constructed as follows: for each industry the location
quotiénts calculated for each area of the city are ranked highést'to lowest.
'For the area with the highest loéation quotient the percentage of employment
in this industry which'is locaﬁed in this area is plottgd against thé per-
ceﬁtagé of total (all industry) employment in the city. This procedure is
continued cumulatively by taking the next highest location quotient so that
the final curve is composed of straight line segments equal in number to the

number of areas of the city.2

*Primary industries was excluded because of the small number of firms
and low employment in this category. - '

2por a discussion of the construction of the localization curve see Isard,

o op.cit., pp. 255-258.
RIC™ o 172
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- : CHART 10
LOCALIZATION CURVES FOR S=ZLECTED IRUSTRIES
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The localization curve thus ranks city areas bf location quotient and
the slopes of their straight line segments measure the location‘quotients of
the individual city areas. If a given induéﬁry's employment is distributed
equally among the areas of the city in éxactly the same way as total employ-
ment,-the location quotients will all be unity and the localization curve
will be a 45° diagonal from the origin. Any diyergence in the two employ-
ment distributions will be reflected in a deviation of the curve above and
to the left of the 459 line. The extent of the deviation is a measure of
concentration of the industryfs employment compared to overall employment..
Several localization curves have been superimposed on each graph and this
provides a means of comparing employment specialization within Philadelphia.

The localization curves shéwn in the charts generally confirm the ex-
pgcted degree of industrial concentration among the local areas of the city.
Finance, insurance and réal estate is one of the most concentrated industries
and obviously'agglomeratioh economies are extremeiy imbortant to iocation
decisions for this industry. In urban areas these economies are available
in the Céﬁtral Business District and the findings show that in Center City
this industry has a very large location quotient.

At the other end of the spectrum wholesale and retail trade. is the
most widely distributed industry. Specifically, this.means‘thgt émployment in
the industry has a disfribution similar to thé distribution of total employment.
This is not completely unexpected but it does differ soméwhat'from the
hypothesis that employment in this industry is proportionatély very important
in the local areas which are heavily residential. 'If this were the case che
residential areas of the city would have very high location quotients for this

particular industry and the localization curve would show considerable
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diversion from the 45° line. It thgrefore appears that the employment in
this industry is of similar importance in all geographic segments of the city's
economy. A more detailed breakdown of wholesale and retail trade may, of
course, show that some types of retail trade are more important in the
ecbnomy of the residential areas than in areas where industry is densely
located. -

Chart 11 shows that employment in tramsportation and in services is
relatively more important in some sections of the city than others. This
again probably reflects the advantages of geing close to other firms in the
same industry or allied industries. Chart 10 shéws that employment in both
- contract construction and manufacturing is not equally distributed with the
geographic pattern of total employment in the city. If maanacturing is
considered aé the two digit level, howevar, there is considerable.difference
among industriés. |

Chart .12 illustrates the loecalization curve for.selected manufacturing
industries. As expected the more detailed the industry analysis the moré
apparent it is that sectors of the city tend to specialize by type of in-
dustry. The local areas of North, West and Northeast Philadelphia are the
locations for a large share of the rubber industry. In the ec;nomy of North
and Northeast PhiladelphiaAthe machinery industry is relatively ﬁore important
than in other-areés of the city. The apparel industry, while more concentrated
in South Philadelphia than other areas, is more evenly distributed than had
been éxpected;

Tﬁe variations among sublabor markets in tﬁe importance of manufacturing
industries in their economies is shown in Table 27. In indicates the area
possessing the largestllocational quotient of each two-digit manufacturing
industry. Many of tﬁese quotients exceed 3.0, indicating a very high degree

of specialization indeed. It seems clear that particular locational forces
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Table 27

SUBLABOR MARKET AREAS WITH LARGEST LOCATION -
‘QUOTIENTS FOR MANUFACTURING INDUSTRIES

-

Ewmployment
(in 000's) Industry Area of Location
1968 Largest Quotient Quoticnt
0.01 + Ordinance Northeast 5.67
27.8 Food South 2.39
- 0.3 Tobacco Spring Garden 8.40
20.5 Textile Mill Frankford-Richmond 2,13
40.1 Apparel. ' South 2.25
1.5 Lumber & Wood South 6.17
3.6 Furniture & Fixtures  South 2.27
10.7 Paper Northeast 1.89
o Printing & ;
28.7 Publishing Center City 2.39
16.1 Chemicals Spring Garden "~ 3.35
5.1 Petrolcum Center City 3.17
2.0 Rubber Northeast - 2.73
2.2 Leather Spring Garden 1.90
Lol Stone, Clay . _ :
3.3 & Glass, Frankford-Richmond 2.64
3.9 - Primary Metal Northeast 3.21
20.4 Fabricated Metal Northeast 2.90
Machinery except
- 16.2 Electrical North - 2.35
40.2 Electrical Machinery West 2.96
Transportation '
14.2 Equipment North 4.06
' Professional & :
Scientific . ‘
1.9 Instruments .+ West 2.32
Miscellaneous o _'
12.9 Manufacturing North . 1.51
TOTAL 277.6
i . 178
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effect concentrations of specialized manufacturing activities within given.
labor submarkets. Mofeover,:the oﬁerall pattern of manufacturing specializa-
tion sheds little light on the likelihood of giveﬁ activities resting in a
particular area. For example, for all manufacturing Frankford-Richmond has
the largest locational quotient by far but it has the largest quotient for
two-digit industries in only two cases while the Northeast with a median
quotient (1.08) ranks first in no fewer than five cases. Similarly, West
Philadelphia with a very small quotient (.66) ranks numﬁer one for two
industries.

| The total employment impact of location of industry produces a diveréi-
fied pattern of industrial'employment throughout the city. For example, the-
largest number of manufacturing jobs are in the apparél industry which is
'extremely important in South Philadelphia. However, out.of'the next five
largest industries only one (food) is of prime importance in South Philadeléhia
with the othérs scattered over the city. The local economic units of the city
represent employment centers which not only vary in absclute number of jobs
but also in the nature and extent of diversification of industrial employment;
The degree of specialization in each geographic.section of the city increases
tﬁe more specific the industry designation. As a result, although a wide
variety of different types of jobs are available throughout the entire labor
.market the relative importance of specific tyﬁes of jobs varies from one
local area to another. | |

Conclusions -

The application of localization indicés to very small geographic areas may
emphasize weaknesses inherent in the use of these measures in.concentration of
industrial employment when applied to any size of geogréphic.area. It is
péssible, for exampie, in defining suBlabor markets that a shift in the geogra@hic
boundéry by a very short distance, perhaps one or two éity blocks, may change

- the value of a location quotient substantially. This is especially the case

Q
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where the density of employment per square block is high. Nevertheless, tﬁe
focus on sublabor markets as:the units of analysis has many advantages since
it identified the areas of the city which are impértant in generating, through
a multiplier effect, employment for the local sublabor market, the city and,
in some industries, a much larger geographic area.

The employment implications of the concentration of industrial employment
in the sublabor markets depends on an estimate of the urban employment multiplier
in each local area. .This concept is based on the difference between 'base’
and "non~base' industries. A base industry exports a.considerable share of
its output outside the metropolitan area. A non-base industry is oriented
towards supplying service ﬁo the residents of an area. It is expected that
changes in income flows in exporting sublabor markets.(those which have a high
proportion of base industries) after a period of time also produce a series of
income changes in other local areas iﬁcluding thoée which are not exporting
sectors. Thé final outcome of the expansion or contraction process produces an
increase or decrease in income éreater than the original change.

The level of employment is also affected by the change in income. This
impact in number of jobs varies among industries depending on the nature of
the production function. The size of the multiplier (the multiple of the
original change) is likely to be quiée large for large metropolitan areas.

When the concept'is applied to very small areas hov&ever3 the multiplier is
expecfed to be small since much of the addi;ional expansion which occurs be-
cauge of the original expansion is likely to "leak" to other geographic areas
some of which will be.locateq outside the metropolitan area entirely.

In view of the expected role of the employment mutliplier in small areas the

For an example of a statistical estimate of the urban employment mutliplier
in a metropolitan arca see Se-Hark Park, "A Statistical Investigation of the
Urban Employment Multiplier'", Mississippi Valley Journal of Business and Economics,
Fall 1970, pp. 10-20. "
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findings on the concentrétion of eméloymeht in the sublabor markets suggesﬁ_
the following conélusions. it is clear that the direct employment effect of
a base igdustry is of considerable benefit go a local area; This applies to
both'ghetto and non-ghetto areas though the benefit to the residents of a
ghetto from having a manufacturing base industry are less certain. Ghetto
residents will only benefit if the base industry employs a high proportion of
low and semi—sgilled workers and if the industry Has future growth potential.
The view thaﬁ a ba;e'industry with high skilled.labor requirements is equally
attractive because a large urban multiplier will generate many indirect jobs |
is not necessarily a valid solution to the unemployment problems of ghetto
residents. In a small areas, such as those designated in this study, leakages
from the local area are likely to result in most of the additional indirect jobs
being located some distance from the ghetéo. Since ghetto residents-apparently
ﬁave a relatively small normal preference area of employment they aré unable
to take advaﬁtage of the indirect employment effect.

If the policy goal is to reéﬁce high sectoral unemployment in ghetto
areas, then these areas should specialize in base industries which generate a
high proportion of direct employment pexr unit of investment. For egample,
if the skill level and growth potential criteria are gssumed conétant among
industries the apparel, lumber and wood, and fﬁrn;ture énd fixtures industries
are high priority industries for ghetto areaf because they generate a higher
absolute number of jobs than most other industries.4

The results of the industrial empléyment concentration show that the relative

strength of the ghetto economies in manufacturing is encouraging. In addition,

" 4gor a discussion of the job generating potential of manufacturing in-
dustries see Bertram W. Zumeta, "How Many Jobs Can One Job Make', Business
Review, (Federal Reserve Bank of Philadelphia, June 1966).
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the heavy concentration of manufacturing in a local area close to the core
©f the city is also an adwantage. However, the national trend which suggests
that in most metropolitaz :areas the city has failed to match the suburban
counties in the growth of mmnufacturing job opportunities makes it more
difficult to reduce high sectoral unemployment in cites. 1In addition, the net
employmeﬁt loss due to firm entry-exist behavior found in some Philadelphia
ghetto areas faises some apprehension concerning future job opportunities for
g